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Banks in all parts of the nation 1953 
have been Hanover correspondents. 





“The report sent by you yesterday — the 
Corporation ont urs. —.._.____,._.___.. and 


is very helpful. 





I want to particularly thank you for the thoroughness S. J. 
and the effective manner in which the information was 
developed and presented . . . ” pom 
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EDITORIAL... 





” CUMULATIVE” SAVINGS AND TRUSTS 


Growth Related to Objective Accumulation Plans 


IFE INSURANCE AND OTHER LONG-TERM SAVINGS IN THE 
United States now exceed $200,000,000,000, accord- 
ing to a report by the Institute of Life Insurance. This com- 
pares with less than $60 billion in 1940 — an increase of 





™ nearly 240%. At the beginning of 1954, banks, insurance 
w companies and other savings intermediaries held nearly two- 


fifths of all intangible assets in the nation by 1950, the Na- 
tional Bureau of Economic Research points out in its just- 
released study of capital formation and financing during the 
first half of the 20th century. 


A comparison* of holdings of institutional investors and 


savings institutions in the past twenty years shows: 
OW 


‘oO 
1934 (billions) 1954 Increase 





Life Insurance Savings ______ $21.8 $78.5 260 
Savings Bank deposits ____. 9.8 24.4 149 
Savings & Loan deposits _. 6.4 27.6 331 
Postal Savings 12 2.3 92 
Mutual Funds assets 1.07 5.1 410 
oe Bank Time Deposits 9.3 44.0 373 
Trust Dept. assets* _ 20. 70.0 250 
Employee Pension Funds _ ? over 20(Est.) 


Of the total of $272 billion it is not possible to distinguish 
that part of the bank time deposits and savings-and-loan 
deposits which constitute actual savings, but the growth and 
volume of institutionalized savings are impressive from any 
angle. Add the amounts of cash not on deposit, the total 
invested in U. S. Savings bonds and in other liquid securi- 
ties and the national pool of savings for which institutional 
investors could be the managers or fiduciaries also shows 
an amazing potential. 


rcy 


Accumulating by Plan 


Life Insurance and Trust Funds are the only classes in 
which the savings are generally tied into a financial or estate 
plan, with Insurance having the additional advantage of an 
accumulative program. Recently, savings banks have come 
to recognize the importance of a savings accumulation 
“plan,” with a “package” arrangement providing for pur- 
chase of savings bonds and life insurance along with build- 
up of weekly deposit. Even Savings-and-loan deposits are 
often accelerated or regularized by having objective of pay- 
% ing off a mortgage, and a number of Mutual Fund com- 
ner panies have adopted periodic purchase plans designed not 





*Sources: 
Life Insurance — from Institute of Life Insurance. 


Savings Bank Deposits, Postal Savings, Bank Time Deposits — from 
Federal Reserve Bulletin. 


1907 Savings and Loan Associations — Savings Association League of New 
York State. 


Trust figures based on Comptroller of the Currency figures for National 
Banks, several state banking department reports, and projections for 
other state banks and trust companies. 

71940. 
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only to “average-out” market swings, but also to encourage 
systematic building of an estate. It would appear from the 
greater growth of savings in those institutions that provide 
a purposeful and automatic program for accumulation, that 
this feature is of major importance, as contrasted to the 
passive function of providing mere safe-repository facilities, 
with such yield as the bond or mortgage market allows. 
Compare, for example, the growth and size of insurance and 
other plans or of pension and living trusts with that of 
postal savings or ordinary bank savings where there is 
no objective and accumulative plan. 


Trust Funds from $5,000 Up 


Trust institutions, although showing a very healthy 
growth, have generally missed the opportunity of building 
estates for others, and business for themselves, by failing to 
feature or provide a systematic plan for accumulation from 
a modest base. The recent announcement of Manufacturers 
Trust Company of New York, inviting “Special Trust 
Accounts” from $5,000 up, should open the door to what, 
as they say in the descriptive booklet, should be “one of 
the most revolutionary and exciting new money manage- 
ment services in the history of banking.” 


Starting with a sum of $5,000 in trust — for an annual 
charge of only $25 — the Company makes available to the 
multitude of persons of modest means the facilities and 
diversification formerly available only to the wealthy. This 
is done, of course, through investment in one of their two 
Common Trust Funds, and it is particularly significant to 
note their emphasis on the facility “to place additional sums 
in your Special Trust Account from time to time, so that 
your account can be a steadily growing trust fund.” 


The combination of facilities for such small initial trust 
deposits, at nominal minimum fees, made possible by use 
of the Common Trust Fund, with encouragement of addi- 
tional deposits, brings the advantages of trusteeship within 
the reach of millions who can build trust estates rather than 
thousands who already have sizeable wealth. This counter- 
part of the “Smaller Estates” program, so successfully popu- 





“To assure funds for educating children” 
From Manufacturers Trust Co. booklet “Your 
Own Trust Fund.” 
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larized by the Security-First National Bank of Los Angeles 
for many years, promises mutual advantages of the first 
consequence to attorneys, life underwriters — and often to 
accountants — as well as to banks and their customers. 


Sources of “Accumulative” Idea 


The real potential, of course, will not be realized from 
static trusts of the minimum level, but from public recogni- 
tion of the availability of trust advantages at nominal cost 
for modest amounts, and from the building up of such funds 
as the fortunes of the trustors permit. Surprisingly, this 
idea is not new, it has simply been dormant since first pub- 
licly announced by the Lincoln Trust Company of New 
York in an article entitled “Cumulative Estates — A Modern 
Fiduciary Development” in the June 1905 issue of “Trust 
Companies” magazine, where the writer emphasized the 
periodic accumulation feature: 


“These estates consist of a first donation (to a bona- 
fide trust) and of such subsequent donations as may be 
made under a deed of trust of a special form which 
authorizes the trust company as trustee to combine these 
various donations in a single trust fund. . . The making 
of these donations is entirely optional both as to time 
and amount. The minimum donation (for creation of a 


trust) is $100. . .” 


This idea of correlating savings with trust-estate building 
was further advanced by John Rossell as vice-president of 
the Security Trust & Safe Deposit Co. in Wilmington when, 
in the April 1913 issue of “Trust Companies” he advocated 
a “Trust Savings Department,” and further described its 
value: (p. 412, Nov. 713): “The trust company that can 
enroll a number of thrifty persons, who are at regular inter- 
vals placing in its charge as trustee their surplus earnings, 
will gather about it a force that will grow steadily. . .” 


Again in 1922, Gilbert T. Stephenson* urged trust com- 
panies to feature a combination savings and trust plan, sug- 
gesting a minimum of $500 to create the trust and of $25 
per month or $100 per quarter additions, and tabulated 
the growth of such funds under regular accretions and re- 
invested income. 


Automatic Increase 


An interesting development was the proposal by Wm. R. 
Malone as president of Postal Life Insurance Co. (Jan. ’28 
“Trust Companies”) of the purchase of insurance for the 
projected total fund, upon creation of a small trust, with 
premiums paid out of regular deposits to the fund, which 
cancelled a proportionate amount of insurance as subsequent 
deposits are made “as the insurance is intended to safe- 
guard your investment only.” 


The basic feature which would make such smaller initial 
Trusts of growing value to the trustor, beneficiary and trus- 
tee alike, is the automatic provision for deposit to the trust 
account of surplus savings, as the individual accumulates 
them. In an editorial in Trusts AND EsTATEs in Sept. °46, 
and again in Aug. ’51, it was suggested that a bank could 
provide — upon creation of the initial Trust of from $5,000 
to $10,000 — for an agreement under which it would auto- 
matically transfer (at dates corresponding to quarterly 
dates of the Common Trust Fund) any adequate surplus 
over the agreed minimum in the trustor’s savings, com- 
pound interest or checking account, to the Trust account, 
for immediate investment in the Common Fund. 


*Writing in “Trust Companies” for Dec. ’22 as vice-president of Wachovia 
Bank & Trust Co. in Raleigh, N. C. 
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This would give to both savings and trust customers an 
wbjective plan that would enhance the usefulness and value 
of both types of service. The yields would doubtless be better 
than obtainable from savings or savings-and-loan or postal 
savings accounts, and would gain the advantages of trust 
savings, protection and distributive plan for such funds as 
were not needed for strict “savings account” or checking 
purposes. In this way too, Fiduciaries would be helping 
people to both build and protect their estates during their 
growing-income years, with accumulation on an automatic 
but not inflexible basis, as transfers to trusts would be made 
only as the surplus accumulated from deposits in their sav- 
ings or checking account. 


TIME FOR FISCAL ACTION 


GENERATION HAS COME TO MATURITY SINCE THE UNITED 

States citizenry knew the privilege of free redemption 
of currency into gold, although foreign dollar holdings have 
always continued to be favored in this respect. Abrogation 
of the gold payment clause in contracts was legalized in 
1933 and the value of the dollar steadily declined through- 
out the twenty years following. The Republican Party stood 
for sound currency in its pre-election platform but, in this 
regard at least, the record has reversed its avowed aims. 


Our officials in Washington have made intelligent and 
effective efforts to reduce waste and extravagance in govern- 
ment and to bring, so far and as soon as possible, the 
budget into balance. It is disconcerting, however, to be 
confronted on the other hand by the inflationary measures 
embodied in S-3206 and S-3268, both of which have the 
blessing of the Chairman of the Federal Reserve System. 


The first of these bills seeks renewal for two. years 
of existing permission to sell up to $5 billion of Treasury 
or guaranteed debt directly to the Federal Reserve Banks, an 
inflationary process involving monetization of debt. The 
second seeks repeal of Section 16 of the Federal Reserve Act 
which makes it obligatory that Federal Reserve notes be 
returned to the issuing Bank, rather than placed in circula- 
tion again by the first receiving institution. The purpose 
of this section is to provide that currency supply be kept in 
line with business demands; its abrogation would mean that 
these notes are simply added to the outstanding total with- 
out need to provide reserves or collateral against them. 


Without going into the technical details of Mr. Martin’s 
support of this proposed legislation or the arguments of 
those opposed, there appears to exist a strange apathy on the 
part of bankers toward the nature of the exchange medium 
which is the life blood of our economy and the first reliance 
of our citizens for their support in retirement. No action 
could arouse more confidence than resumption of gold 
convertibility. Our gold supply of $22 billion represents 
60% of the world’s monetary supply, more than ample, 
according to informed economists, to warrant such a step 
which, like any other constructive measure, is more effective 
if boldly taken rather than approached in tentative mood. 

The majority of the public has never lived with any but 
an inconvertible dollar and cannot therefore know the pro- 
found effects of a freely redeemable currency upon main- 
tenance of a sound and enlightened political atmosphere. 
Why should not the bankers of the United States, com- 
mercial, savings and trust, take concerted action to have 
restored to the people control over the standard of value 
instead of continuing with managed currency which has left 
us the heritage of a 50c dollar? 
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a service 


for attorneys 


Tus “Test Your Will” brochure 


is one of many ways United 


States Trust Company of New York 


follows its traditional policy of 


working closely with the legal 


profession on all matters related to 


estates and estate planning. 


Our experience in carrying out 
the terms of wills, as executor 


and as trustee. . 


investments ... our skill in dealing 
with a variety of related problems . . . 


are available to attorneys and their 


clients at all times. 


For copies of the “Test Your Will” 
brochure, write the Trust Department. 


United States Crust Company 
Of New York ccc us 


45 Wall Street, New York 


Member of Federal Deposit Insurance Corporation 


. our knowledge of 


Test Your Wilt 


against these satements: 


I remember its date and 
important provisions. 


My family situation is the 
same as when my will was 
drawn (no birth, death, or 
marriage). 


My residence has remained 
the same since I made my 
will. 


My financial status is sub- 
stantially the same: 


Income 

Security holdings 
Business interests 
Life insurance 
Real estate 


My will was reviewed after 
each major change in the 
income, gift and estate tax 
laws made subsequent to 
its date. 





YES 


LTT | 


NO 


| 


WRAY 
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Y 


WOH 








Program for 


American Bar Association 


Section of 


REAL PROPERTY, PROBATE AND TRUST LAW 


Congress Hotel, Chicago; August 16-18, 1954 


Aucust 16 — 1:45 P.M. 


Impact OF New REVENUE BILL ON 
TRUSTS AND ESTATES 


“Changes Affecting Pension Trusts,” Gordon T. Wallis, 


New York. 


“Estate and Gift Tax Changes,” J. Nelson Young, Urbana, 


Ill. 


“Trusts for Accumulation and the ‘Throwback’ Rule,” 
Lloyd W. Kennedy, Chicago. 

Panel Discussion: Income Tax Problems Affecting Estates 
and Trusts, C. Ives Waldo, Chicago —- Moderator. 


Aucust 17 — 9:30 A.M. 


“Jurisdiction of a Trust After Shift of Administration,” 
C. Alexander Capron, New York. 
“Oil Royalties in a Decedent’s Estate,” Joseph W. Morris, 


Tulsa. 


“What a Lawyer Should Know About Life Insurance 
Options,” Raymond W. Hilgedag, Indianapolis. 


Aucust 17 — 2 P.M. 


“Elimination of Stale Restrictions on Use of Land,” 
Lewis M. Simes, Ann Arbor, Mich. 

“Is the Requirement of Marketable Title Outmoded?”, 
Paul E. Basye, San Francisco. 

“Legal Problems Involved in Open-End Mortgages,” Wil- 


liam Wolfman, New York. 


Aucust 18 — 9:00 A.M. 


Distribution and Discussion of Committee Reports. 


“The Marital Deduction:” 


Rebuttal — Joseph Trachtman, New York. 
Surrebuttal — Paul B. Sargent, Boston. 


Pacific Northwest Meeting 
Held by Bar 


Another in the highly successful se- 
ries of regional meetings was held by 
the American Bar Association in Port- 
land, Ore., on May 23-26. Several Sec- 
tions of the Association sponsored con- 
current programs of topical interest. 
The Section of Taxation, for example, 
devoted its session to three discussions 
on the pending Internal Revenue Code, 
Arthur B. Willis of Los Angeles dealing 
with partnerships, William L. Kumler, 
also of Los Angeles, treating corpora- 
tions and shareholders, and William 
Murray of New York covering trusts 
and estates. 


The Section of Real Property, Pro- 
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bate and Trust Law had the largest 
attendance of any Section — over 300 
of the total registration of better than 
a thousand delegates — at its meeting 
on the 25th. With Council Member J. 
Stanley Mullin of Los Angeles presid- 
ing, the audience heard Victor R. Han- 
sen, Presiding Judge of the Probate 
Department of the Los Angeles Superior 
Court, describe with actual exhibits 
how to prepare a condemnation case for 
trial. 


George T. Cronin of Los Angeles 
forcefully brought to the attention of 
the group a number of unexpected tort 
liabilities which an executor or trustee 
may encounter, amplifying a similar 
paper given by Dean Edward C. King 


at the Atlanta Regional Meeting (see 
April T.&E., p. 364). 


A discussion of estate planning fol- 
lowed by Robert M. Alton, vice presi- 
dent and trust officer of The United 
States National Bank of Portland. Tak- 
ing first those estates of less than $60, 
000 which have no Federal tax ques- 
tion, Mr. Alton indicated that as to 
young persons the major problem of 
providing a sufficiency of funds for the 
family can only be met through life 
insurance. After suggesting that the 
home and other family assets be held 
in joint names to pass without probate, 
the speaker presented two alternatives 
for the arrangement of the insurance: 
either make the proceeds available for 
the payment of any debts, with the bal- 
ance on monthly income to the widow, 
or create a life insurance trust with 
broad powers as to the use of the fund. 


In the $60,000-$100,000 bracket. 
every effort should be made to utilize 
the marital deduction so as to eliminate 
any Federal estate tax. 


For the over $120,000 group, Mr. 
Alton chose two illustrative estates of 
$400,000, one consisting entirely of real 
estate, the other of a closely held busi- 
ness interest. In the first, where all the 
property was held jointly between hus- 
band and wife, he suggested that a 
conversion into tenancy in common, 
with trusts to eliminate the second death 
tax, would save the family more than 
$60,000 in Federal and Oregon taxes. 
This solution is relatively simple, he 
said, if the spouses are approximately 
the same age and thus no gift tax. 


The major problems in the business 
case are the necessity for cash to meet 
the Federal estate tax of $31,500, as- 
suming the maximum marital deduc- 
tion, and the continuity of management. 
On the liquidity point, Mr. Alton ree: 
ommended the purchase of insurance 
by the corporation on the life of the 
owner in an amount to cover the tax, 
in anticipation of redeeming the stock 
at his death without income tax liability 
as provided by Section 115(g) (3) of 
the Code. Where life insurance is not 
obtainable, future management plans 
can be implemented by a sale to one 
or several key men with sufficient down 
payment to cover the tax and the bal- 
ance at such rate as will assure the 
widow a fair dividend. 

A question period followed this paper, 
with the three speakers joined by local 
lawyers Nicholas Jaureguy, Peter A. 
Schwabe and Clarence D. Phillips, 
T.&E.’s legal editor for Oregon. 
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Manufacturers Trust Offers 
Small Trust Program 
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Special Trust Accounts of as little as 
$5,000 may now be established with 
Manufacturer’s Trust Co., New York. 
Additions may be made from time to 
time, and up to $100,000 may be in- 
vested in either the discretionary or 
the legal common trust fund operated 
by Manufacturers. Those who wish to 
start with less than $5,000 may open 
a Special Interest Account and build up 
to the $5,000 minimum. 


























































a é booklet issued by the bank and 
ied entitled “For the person of moderate 
ance:) means. - - Here’s how you can create 
le for) YOUr. own trust fund, explains the 
a ial details in 16 pages of -question-and- 
sdow.§ @nsWer discussion. Essentially the pro- 
witht 2'2m™_is one of small living trusts with 
fund the Trust Company authorized to in- 
‘— vest up to $100,000 of the assets in one 
acket,§ or other of the common trust funds. 
utilizef¥ Annual charges would begin at $25 for 
ninatef a $5,000 account ... one half of one 
per cent of the principal value of the 
Mr trust. Termination fee would equal 2% 
mn off Of the amount of principal withdrawn 
f real OF Paid out at the trustor’s instruction. 
- busi- The booklet gives typical uses of such 
all the§ a trust fund, explains that the custom- 
1 hus-§ er’s lawyer draws up the trust agree- 
hat af ment, and describes how a common 
nmon.§ trust fund operates. It is both clear and 
death readable, and gains attractiveness from 
» thang its red and black sketched illustrations. 
taxes. A AA 
le, he 
nately! Thousand Bankers Attend 
‘| FPRA Regional Conferences 
isiness— One-day conferences conducted last 
» meetf month by the Financial Public Relations 
0, as-§ Association in Richmond, Memphis, 
deduc-§ Oklahoma City and Houston were at- 
ement.§ tended by a total of more than a 
m rec-§ thousand bankers. In Richmond, for 
urance§ example, there were representatives from 
of the all the eastern seaboard states from 
1e tax, Massachusetts to Florida, and 75 of them 
, stock were presidents or executive vice presi- 
ability { dents of their respective institutions. 
(3) off In each city the morning session was 
is NOlf devoted to a panel discussion on the 
plansf whole field of bank public relations. 
to on¢# This was conducted by national officers 
t dow0l of the FPRA. In each place also L. L. 
ne bal: Matthews, president of FPRA and of 
re the] American Trust Co., South Bend, Ind., 
spoke on “Point of More Return.” He 
paper developed the theme of profit-making 
y localf through good public relations. The after- 
ter Aj noon session varied from city to city in 
hillips§ order to fit as closely as possible the 
needs of each area. 
sTATESS JuNE 1954 





American Institute of Banking 
Holds 52nd Convention 


A. E. Roemershauser, assistant vice 
president of Whitney National Bank of 
New Orleans, was elevated to the presi- 
dency of the American Institute of 
Banking at its 52nd annual convention 
in Los Angeles the week of June 7. He 





A. E. ROEME USER 





B. J. LUNT 


succeeds Stetson B. Harman who is 
assistant vice president and trust officer 
of First Trust and Savings Bank, Pasa- 
dena. 


Elected vice president was Bernard 
J. Lunt, assistant vice president of The 
Fort Worth National Bank with which 
he has been associated — except for a 
period of four years — since 1926. Mr. 
Lunt, who has a law degree from North 
Texas School of Law, thus is in line of 
succession to the presidency. 


Mr. Harman reported that member- 
ship in the A.I.B. as of May 31 had 
reached the all-time high of 111,698, a 
gain of more than 10,000 for the year. 
Another record high — 57,146 — was 
attained in the number of enrollments 
in Institute classes offered by 269 chap- 
ters and 147 study groups throughout 
the country. 


It was announced that the 1955 con- 
vention will be held in Miami, Florida, 
from May 30 to June 3. Richard C. 
Boggs, executive vice president of Little 
River Bank and Trust Co., has been 
named general chairman of the conven- 
tion committee. 


The 


Conference on 
WHEN PEOPLE TAKE VACATIONS 
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Trust Business and Investments was 
held on June 8 with Felix Montano, 
trust officer of Hartford-Connecticut 
Trust Co., presiding. The speakers on 
the theme “Looking Forward in the 
Trust Business,” were: 


Frank H. Perley, vice president 
and investment trust officer, Ameri- 
can Security and Trust Co., Wash- 
ington, D. C. — “Investing Trust 
Funds in a Push-Button World.” 


William C. Way, vice president, 
Central National Bank of Cleveland 
and former A.I.B. president — “Trus- 
tee Fees and the Future.” 


Charles W. Hamilton, vice presi- 
dent and trust officer, National Bank 
of Commerce, Houston — “This Fas- 
cinating Trust Business.” 

As this issue was going to press dur- 
ing the convention, a fuller report on 
this session is deferred until next month. 


a ek 
General Dean to Address 


Trust Conference 
Major General William F. Dean will 


be among outstanding speakers who will 
address the 28th Western Regional 
Trust Conference of the American 
Bankers Association at the Hotel Statler 
in Los Angeles on August 19 and 20. 
According to the advance program an- 
nounced by William D. Baker, vice 
president and trust officer, The Farmers 
and Merchants National Bank of Los 
Angeles, who is general chairman of the 
Conference, speakers at the first session 
Thursday morning, will include N. 
Baxter Maddox, president of the Trust 
Division of the A.B.A., and vice presi- 
dent and trust officer of The First Na- 
tional Bank of Atlanta, Maynard J. Toll 
of O’Melveny & Myers, Los Angeles, 
who will discuss the “1954 Revenue Act 
as it Applies to Trusts and Estates;” 
and Major General Dean. 


The second session on Thursday after- 
noon will be devoted to two panel dis- 
cussions, one on “Profit Sharing and 
Pension Trusts and Investments in Rela- 
tion Thereto,” the other “Taking and 
Operating of Businesses by Trustees.” 
The third session on Friday morning 
will be devoted entirely to shop talks 
on “Operation Problems of Trust De- 
partments.” 


Speakers on the fourth session will in- 
clude Victor R. Hansen, Judge of the 
Superior Court, Probate Department, 
Los Angeles; Walter L. Nossaman of 
the firm of Brady, Nossaman & Pauls- 
ton, Los Angeles; and an address by 
Chairman Baker. 
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First Cooperative Bank Forum 
on Estates is Huge Success 


San Francisco’s War Memorial Audi- 
torium was filled with a large and 
enthusiastic audience recently as San 
Francisco bankers presented a public 
forum, “Protecting Dollars for You and 
Your Family” as a united effort to show 
the public the many valuable services 
offered by bank trust departments. The 
forum, given under the auspices of the 
nine Associated Trust Companies of Cen- 
tral California, is believed to be the 
first in the United States cooperatively 
sponsored by a group of banks. There 
have been numerous requests to make 
the forum an annual affair, Philip S. 
Dalton, Trust Advisor, Anglo California 
Bank, and chairman of the Steering 
Committee said. 


Albert J. Callahan, Trust Officer, Wells 
Fargo Bank and Union Trust Co., who 
is also president of the Associated Trust 
Companies, presided over the program 
and stated in his opening remarks that 
“trust banking helps the individual to 
conserve his accumulations and to trans- 
mit them safely in a productive way 
from generation to generation thus pro- 
moting a financially strong economy in 
our country.” He pointed out that trust 
banking is “an agent of the public which 
it serves,” that it manages wealth in 
many different situations “for the retired 
person who has earned the right to a 
few years of carefree existence; for the 
widow and minor children who need 
financial protection; for children who 
have not yet established themselves in 
the commercial world and whose incen- 
tive to do so might be dimmed by the 
too early inheritance of wealth.” 


Professor Samuel D. Thurman of 
Stanford Law School spoke on “Plan- 
ning — Its Place in the Family Pro- 
gram,” stating that, “A small number of 
hours spent in planning, in the conserva- 
tion and disposition of the family wealth, 
can pay big dividends.” He said that 
such planning involves much more than 


making a will. He cautioned the audience 
that husband and wife should keep the 
records of their property, particularly 
the ownership of household furnishings. 
He pointed out that cognizance of new 
pension and profit-sharing plans have 
substantially affected the estate planning 
of people even in very modest circum- 
stances. He suggested that a person 
should establish a trust, watch it through 
the years, and make changes as they 
become necessary so as to keep the pur- 
pose of the trust current. 

Robert M. Alton stated that “The 
usual estate of today consists of so many 
different kinds of assets and so many 
different kinds of liabilities that the 
person to whom the probate is entrusted 
must be a specialist in a series of differ- 
ent lines.” Alton said that the use of 
“the corporate executor and trustee is 
the modern answer to the gap in man- 
agement created by the death of the 
property owner.” 

Judge W. W. Jacka of Santa Clara 
Superior Court spoke on “How the 
Court Views Estate Administration,” 
one of his first recommendations being 
that every person with property or who 
anticipates being a property owner 
should “have a properly prepared and 
carefully throught-out will.” The small 
amount that a good attorney charges, 
he said, will surprise many and be of 
utmost value in the long run. In recom- 
mending trust departments Judge Jacka 
said: “Here we find experience, ability, 
regulation, continued existence, impar- 
tiality and honesty. What more could be 
desired in an executor or trustee?” 

Eugene H. O’Donnell, president of 
The San Francisco Bar Association, was 
also presented at the forum. 

The nine cooperating institutions 
were: American Trust Co., Anglo Cali- 
fornia National Bank, Bank of America 
N.T.&S.A., Bank of California, N.A., 
Crocker First National Bank, Hibernia 
Bank, Pacific National Bank, San Fran- 
cisco Bank, Wells Fargo Bank & Union 
Trust Co. 





Looking over the pro- 
gram of Bankers For- 
um in San Francisco 
(left to right) H. G. 
King, Wells Fargo 
Bank and Trust Co.; 
Robert V. Walsh, 
Crocker First National 
Bank; J. Boatner 
Chamberlain, Pacific 
National Bank; and 
Albert J. Callahan, 
President of the Asso- 
ciated Trust Compan- 
ies of Central Cali- 
fornia, sponsor of the 
program. 
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Canadian Tax Changes 
in Offing 


Mr. Abbott in his recent Budget ad- 
dress confirmed predictions 
changes in the Dominion Succession 
Duty Act were in the offing. To quote 
the Minister of Finance, 


“Our succession duty law is in need 
of TOVISION . «<.~ 
asked officials of the three depart- 
ments concerned — finance, national 
revenue and justice — to commence 
work on rewriting the law. 


In the next few months, while the 


I have recently § 


RR ms 


2a 


redrafting is proceeding, the views § 
of informed and interested persons, J 


or groups of persons, would be wel- 


comed on any provision in the law § 


which deserves reconsideration.” 


To some extent, therefore, the public FF 


will decide what form the revision will 


provements in legal drafting and to the F 
plugging of tax evasion loopholes, or F 


take; whether it will be limited to im- § 


7, 


whether constructive changes in prin- [ 


ciple of large import, — such as the 
replacement of succession duties by an 
estate tax, or substantial improvements 
in the tax position of widows and de- 
pendents — will be put into effect. 


Governments and legislatures are re- 
sponsive to intelligent, informed opin- 
ion. We can point to the fact that the 
laws of Ontario have been recently 
amended that the status of an 
adopted child is now the same to all f 
relatives of the adopting parent as that J 
of a natural child; such adopted child 


so 


will qualify as a legal heir for all pur- f 
poses and moreover will no longer be f 


assessed Ontario succession duties at 
rates applicable to strangers. Thus, 
far as Ontario is concerned, are 
moved most of the inequities referred f 
to in our Bulletin of June, 1953. It 
should be noted that British Columbia 


took similar steps at about the same 


re- 


so & 


time as the publication of our Bulletin F 


and it is to be hoped that the other | 


Provinces will soon fall in line with i 
this natural and proper development. 
Unfortunately, Dominion succession du- 
ties are still levied at “stranger” rates § 
where adopted children share in the 


estates of relatives outside their immedi- § 


ate adopting family; it is to be hoped > 
that this particular inequity will be ref 
moved in the revision of the Dominion f 


law now under way. 


Canada Trust Bulletin No. 72. 
Issued by Canada Trust Company, § 
May 1954. | 
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Try us on a trade 
in Governments 


James B. Forcan, Vice-Chairman 





1 fa 


Call collect to Chicago LD 92, 93, 155 or 313 
and find out what we can do for you 


We do a lot of trading in government bonds for 
Savings and Loan customers in the Midwest states. 
And there’s no reason in the world why we can’t 
do.it for any customer in any state. We'd like to. 
And we are sure we can bring to new customers 
the advantages that have made us one of the 
country’s largest traders. 

Here is a primary market in government secu- 
rities where, under normal market conditions, you 
get a direct and immediate bid or offering, and 
rapid-fire trading. Our Government Bond Depart- 
ment at The First National Bank of Chicago gives 
you all the advantages of modern communications, 
streamlined methods, and more than 90 years of 
experience in handling bonds — whether your trade 
is in thousands or millions. 

We carry a substantial position in treasury bills, 
notes, and other government issues in which 
banks and corporations are principally interested. 





The officers of our Government Bond Depart- 
ment are unusually well equipped—in both expe- 
rience and facilities — to assist you and corporation 
executives with investment programs. As evidence 
of the wide scope of our operations, during the 
past year we had transactions in each of the twelve 
Federal Reserve Districts. 

Contact us by telephone, teletype, or telegraph 
—at our expense. For direct connection, use these 


numbers: Long Distance 92, 93, 155, 313. 


GOVERNMENT BOND DEPARTMENT 


L. F. WiInTERHALTER Asst. Vice-President 
Josepu A. SMOLE Assistant Cashier 


Frank G. HERMAN Assistant Cashier 


Epwarp E. Brown, Chairman of the Board 


Harowip V. AMBERG, Vice-President 
Gaytorp A. FREEMAN, Jr., Vice-President 


Dearborn, Monroe and Clark Streets 


Homer J. Livincston, President 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


Huco A. AnpErson, Vice-President 
Hersert P. Snyper, Vice-President 


The First National Bank of Chicago 


Building with Chicago since 1863 


Water M. Heymann, Executive Vice-President 


SSETS UNDER ADMINISTRATION™ BY 

Canadian Trust Companies at the 
end of 1953 had reached $4,591,498,701, 
an increase of $142,786,000 over the 
previous year, it was reported at the 
second annual meeting of the Trust 
Companies Association of Canada held 
at Toronto on April 29th. Formal ap- 
proval was given to taking over from 
the Trust Companies Association of 
Ontario the administration of the Trust 
Companies Employees Training Course 
which has been made available to em- 
ployees of all Canadian Trust Com- 
panies. 


Gordon F. Harkness, General Super- 
visor, Montreal Trust Company, Mon- 
treal, was elected president of the Asso- 
ciation for the ensuing year. Mr. Hark- 
ness has been with his Company since 
1920 and served in all phases of trust 
work. One of the original group. who 
helped to form the Trust Companies 
Association of Ontario in 1932, he has 
also been president of the Trust Com- 
panies Association of Quebec. 


Other officers chosen were: lst vice 
president, J. A. Taylor, Assistant Gen- 
eral Manager, The Canada Trust Com- 


*For estates, trusts and agencies, see page 625. 


Trust Companies Association of Ontario Dinner at Royal York Hotel in Toronto 


TRUSTEESHIP IN CANADA 


Dominion and Ontario Associations Foresee 


Challenging Outlook 





pany, London; 2nd vice president, D. G. 
Grant, General Manager, The Nova 
Scotia Trust Company, Halifax; secre- 
tary-treasurer, W. R. Scott. 


Retiring president R. S. Anderson, 
who is executive vice president of 
Crown Trust Company at Toronto, made 
the following comments: 


“Those of us who can look back over 
the last 50 years, or even 25 years, have 
seen an expanding and dynamic era 
such as was never experienced before. 
Our way of life and way of business 
have been revolutionized. The impact 
of these changes on trust business, while 
important, fortunately has not been ex- 
treme. Volume has increased; certain 
aspects have become more complicated; 
the field of investment has become 
greatly expanded. From a position of 
relative provincialism, Canada has be- 
come an important factor in world 
affairs. In 1900, the listed securities 
consisted of a mere handful of banks, 
railroads and public utilities. The Fed- 
eral Government had no funded debt, 
the Province practically none, leaving 
only a few Municipal and Corporate 
bonds. The growth of corporate financ- 
ing has brought so many ramifications 
it would take volumes to cover them. 










“These changes have brought an ex- 
panding responsibility of trusteeship, 
the recognition of which is vital because 
they not only affect our day to day 
work but project themselves far into 
the future. We contract today for ser. 
vices which may not be performed for 
many years. We must determine the 
impact of these on our work in the 
years ahead. Fifty years ago, amongst 
other things, we had not heard of Com- 
mon Trust Funds, the Atomic Age, and 
likely not of Communism, yet they affect 
our business and the national institu- 
tions on which our economy rests. 
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“Usefulness is the prime test of sur- 
vival. We must not remain static but f 
be prepared to make adaptations to 
changing conditions and the needs of 
our public. We must be aware of the f 
economic, political and social forces f 
which are shaping not only our coun- 
try’s future but the very character of 
our business. The outstanding example 
of this is the inflationary period which ff 
followed World War II, which necessi- f 
tated a new approach to investment in ff 
order to get all possible defense against 
inflation. Unfortunately, the Trustee 
Acts of the various provinces are very 
restrictive and little could be done un-f 
less the trustee had broader powers § 
under the Will or Trust Instrument. Inf 
Ontario and British Columbia, amend- F 
ments to the Trustee Act of those pro- ff 
vinces have been advocated by thef 
Provincial Associations. 




























“We are fortunate indeed to have aff 
field of operation which includes sof 
many favorable factors —_ stability, 
opportunity, growth prospects, and the ff 
freedom afforded by our democratic} 
way of life. We should fully recognize 
the responsibilities that are ours if wef 
are to continue to enjoy these privi- fF 
leges.” 


ONTARIO ASSOCIATION ELECTS 
- KNOWLTON 


W. Leo Knowlton, Q. C., Manager of 
The Canada Permanent Trust Company 
at Toronto, was elected president of the 
Trust Companies Association of Ontario 
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NEW ASSOCIATION PRESIDENTS 


al 
W. L. KNOWLTON 
Ontario 





GORDON F. HARKNESS 
Canada 


at its 22nd annual meeting held also on 
April 29th. The new vice president of 
the Association is C. F. Harrington, 
Manager of The Royal Trust Company 
at Toronto. The able and ever-present 
W. R. “Bill” Scott continues as secre- 
tary-treasurer. 


J. Wilson Berry, retiring president of 
the Association and president and gen- 
eral manager of Guaranty Trust Com- 
pany of Canada, Toronto, remarked 
that: 


“During the year 1953 a considerable 
change took place in the bond market. 
Not many months ago almost every 


| investment portfolio showed deprecia- 


tion in its high grade bonds and almost 
every trust officer was raising the ques- 


is entirely different today with the 
downward trend of interest rates. The 
cyclical upward swing which set in 
around the middle of 1950 has ended 
and the long-term downward trend has 
resumed its course. The main factors 
contributing to lower interest rates and 
resulting higher bond prices, in my 
opinion, appear to be the action of 
monetary authorities here and in the 
United States, as well as to the large 
volume of individual and corporate 
savings. Debt management can greatly 
influence the trend of long-term bonds. 


“These changing trends call for extra 
vigilance in respect to investment port- 
folios and also revive the need for an 
amendment to the outmoded Trustee 
Act so that trustee eligibles may be 
brought into line with the Canadian 
and British Insurance Act in order that 
eneficiaries may have an improvement 
in their income at a time when the pur- 
chasing price of the dollar based on the 
1940 index is probably less that fifty- 
six cents, 


“The past year has, on the whole, 
been satisfactory for most member 
Companies and much progress has been 
made in keeping the public aware of 
the growing importance of the Corpo- 
tate Trustee and that we are truly a 
Service organization making a worth- 
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VOLUME OF TRUST FUNDS ADMINISTERED 


BY CANADIAN TRUST COMPANIES* 
(As of December 31, 1953) 


MEMBERS OF TRUST COMPANIES ASSOCIATION OF CANADA 
Estates, Trusts 


Institution Head Office & Agencies 
peg I a ae ae Ss Sm pera omen S $ 10,767,524 
ADMINISTRATION & TRUST Co, J LS 170,121,731 
BARCLAYS TRUST Co. OF CANADA _....._____.....-Montreal _..._______ 17,115,216 
BRITISH CANADIAN TRUST Co. Lethbridge, Alta _.___. 4,017,941 
BROCKVILLE Trust & SAVINGS Co, _..... Brockville, Ont, 2,842,201 
CANADA PERMANENT TRUST Co. __....- (‘én PIE 107,203,124 
nS Ce i ncimnesinn ee SS 158,796,811 
CENTRAL TRUST Co. OF CANADA Moncton, N. B, __-.. 17,712,934 
| eee, — Rha ne em eres 66,525,599 
kg ERE oe WU i shin ede 114,423,773 
meee Te Oe ce he 110,844,246 
Eourmaers Taver Co, Lr 11,489 
GENERAL TRuUsT Co. OF CANADA I Bo Si ee 107,665,421 
GUARANTY TRUST Co. OF CANADA _.. Cea, ae eae a 58,531,243 
INDUSTRIAL MORTGAGE & Trust Co. Sarnia, Ont. 1,748,950 
ed =, a — a ERNST 2,213,446 
pees Sere Ge ee SS ee 9,071,569 
MONTREAL City & DISTRICT TRUSTEES Le. BIE resismucecnccueie 19,162,319 
Montamat, Tausr Co. —" so siisedicisnebinsieienetiiepies 1,004,959,435 
NATIONAL Trust Co. La. _._ UN oon fo os ed 395,619,029 
Ce Ge i EE ee ere 22,030,403 
Oster & NANTON TRUST Co.ft Wreeeee 3,802,343 
ee IE inseccndshinindteaniaiiiel 7,213,263 
Propantiu: Trosr Co. La. PI Sctisecesckctatiniieres 15,353,117 
ROYAL TRusT Co. - PS es eee Ts 1,150,719,965 
SOCIETE NATIONALE DI DE 5 FIDUCIE Le PON 36,828,153 
pane Tau: Cae. oe 8,504,419 
TORONTO GENERAL TRUSTS CORP, _.......-____- OD oe 341,008,011 
Victor & Gany Taver Co, iinaiay, Ont; 8,139,326 
WATERLOO TRUST & SAVINGS Co. -_.------- Kitchener, Ont. 20,316,162 
es RO eS Wem ss oe 4,183,442 
YORKSHIRE & CANADIAN TRUST Co, _.....--___- Vanover 2.2222 .. NA 

Total $3,997,452,605 

OTHER TRUST COMPANIES 

ALUMINUM FIDUCIARIES LTD, _Montreal, Que ___..___. $ 21,262,448 
BRITISH MORTGAGE & TRUST CORP. Brockville, Ont. 871,234 
Camaueen Teger Co. so | ae 170,977 
Conmmncat, Tec Co. 9,204,714 
Cusnremiain ‘Teaver Ce, P.E.I. eae eae (394,441) 
EXECUTORS & ADMINISTRATORS TRUST Co. ___. Moose Jaw, Sask. EEaA Es 1,171,579 
CT I I ei ec | EE ae 20,861,452 
RI Te SI inition pk men Sa =F +, 11,237,664 
pg ES ee ae ee eee 5,942,958 
NoRTH CANADIAN TRusT Co, >= Winnipeg, Man, __. 161,087 
I I GID iin cnsiciecititninstititcineibenticitnis a Winnipeg, Man, ________. 21,314,212 
meas adams “Fer Ge, gn Kelowna, B.C. ___.___. 419,592 
merase Teaver 0.22 Saskatoon, Sask. _..___. (164,221) 
UNI TI I i cetincencinstsctbicebibansiecelntice = a ees (806,454) 
err ee Ge a Calgary, Alta. (391,572) 
Summenecous Tacer Co. Sherbrooke, Que. 9,766,826 
Wuerminerm Tavsr Co. New Westminster, B.C. 391,935 


Total Non-member companies __. 


$ 104,533,366 


Total Canadian trust companies $4,101,982,971 


*Figures furnished to TRUSTS AND ESTATES by H. A. Urquhart of the office of Superintendent of 
Insurance K. R. MacGregor. The totals show a gain of approximately $121 million over 1952. Parentheti- 


cal figures are as of 1952. NA—Not available. 
+Merged with Montreal Trust Co. {Merged with Toronto General Trusts Corp. 
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while contribution to the welfare of the 
people. Canada is becoming a nation of 
middle class people which means the 
purchase of more life insurance and a 
growing field for Trust Companies. The 
number of estates left by individuals 
is bound to grow, despite the tax factor, 
although the size will decrease. I be- 
lieve that the future is bright for our 
Trust Companies and that their expan- 
sion will continue with the development 
of this country as long as we enjoy 
public confidence. Trust Companies 
must value the good will of their clients 
above all else.” 


Following the business session, at 
which committee reports hereafter set 
forth were presented, a Trust Forum 
was held. The principal speakers, whose 
papers are printed in this issue, were 
W. G. Henderson of National Trust 
Company Limited, and K. Burn of 
Chartered Trust Company. 


ASSOCIATION ACTIVITIES 


During the year this Association gave 
leadership in concert with other inter- 
ested organizations in making repre- 
sentations to the Ontario Government 
with respect to — 


1. Repeal of the Security Transfer 
Tax Act, the administration of which is 
a costly burden to Trust Companies; 


Revision of the Assessment Act advo- 
cating business assessment of Trust 
Companies based on the value of prem- 
ises occupied rather than the arbitrary 
percentage basis existing at the present 
time; 


& 


a a man as 


Photo from Canadian National Railways ¥ 
Industrial section of Vancouver, B. C., Canada’s great west coast seaport and third f 


largest city of the Dominion. 


Investment of funds of estates of 
Committees ; 


The Adoption Act; 


Beneficiary appointments under em- 
ployee pension plans; and 


The Cemeteries Act, by which monies 
received in connection with the sale of 
cemetery plots are required to be set 
aside for perpetual care and mainte- 
nance under the custody of the Public 
Trustee or a Trust Company. 


Our efforts in the latter two instances 
were successful. 


Further representations were made in 
connection with The Corporations Act 


For more than sixty years Montreal Trust 
has been lending a hand to companies 
across Canada requiring expert Corporate 
Trust Services. 


lending 
a hand 


We serve many of Canada’s leading organi- 
zations as, Transfer Agent and Registrar for 
Stock Issues; Trustee of Bond, Note and 


Debenture Issues; Trustee of Employee 


to 


Pension and Profit Sharing Funds and in 


other trust capacities. 


Montreal Trust has the technical “know 


how” and its corporate services are admin- 
istered by experienced Officers. 


May we give your Company a hand? 


MONTREAL TRUST 
ompany 


MONTREAL @ CALGARY @ EDMONTON @ HALIFAX 


TORONTO 
LONDON, 


@ VANCOUVER @ VICTORIA @ WINNIPEG 
ENGLAND 


in which a number of suggestions made 


by this Association are incorporated. 


Considerable progress was made to- |) 


ward revision of the Trust Companies 
Employees Training Course, and prepa- 


ration of a Question and Answer book- f 
let about Trust Companies and their [ 


services, the sponsorship for both of 
which has been passed on to The Trust 
Companies Association of Canada. 


A special Committee on Relations 
with the Legal Profession was formed. 


The first activity of the Association was f 
co-operating with the Canadian Bar f 
Association in respect of a panel dis- f 


cussion at the Mid-Winter Meeting of 
the Canadian Bar Association. The sub- 
ject discussed was “The Role of the 
Lawyer, Trust Officer and Accountant 
in Estate Planning.” 


W. R. Scott, 


Secretary - Treasurer 


COMMITTEE REPORTS 


Taxation 


The extensive amendments to the In- 
come Tax Act in the Spring of 1953 
were studied at length and Member 
Companies were advised by bulletin of 
certain significant changes. Joint studies 
were made with the Pension Trust Com- 
mittee of Income Tax regulations relat- 
ing to severance payments and a simple 
method of handling tax deduction and 
reporting of income was evolved. A 
Bulletin was issued to the membership 
on this topic together with a suggested 
form of letter to the Pension Trust 
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client to acquaint him of the Tax De- 
partment’s requirements. 


A joint meeting with Income Tax 
Department officials was arranged to 
discuss source reports of accrued inter- 
est on bond sales between interest dates. 
The officials were persuaded to elimi- 
nate proposed regulations which, if 
adopted, would have resulted in con- 
siderable extra work for Trust Com- 
panies. 


The United States Withholding Tax 
Regulations were revised considerably 
during the year. The changes of inter- 
est to Canadian recipients of income 
from the United States were studied 
and reported to the Member Companies. 

Income Tax Forms were reviewed and 
suggestions for revisions were made. 
Other taxation matters were discussed 
with officials and bulletins were issued 
as required. 


On several occasions during the past 
year the Income Tax Department has 
submitted drafts of information bulle- 
tins and proposed procedures and forms 
to the Association for comment. We 
have been able to make some construc- 
tive suggestions which were adopted by 
the Tax Department. Thus a pattern of 
referral to the Association has been 
established before forms are printed 
or public notices distributed. This op- 
portunity to comment should be most 
beneficial to the Member Companies. 


E. A. Puddy, 


(Canada Trust Co., Toronto) 


Pension Trust 


With the able assistance of our legal 
counsel and the co-operation of the 
Canadian Life Officers Association, we 
are pleased to report the enactment of 
bill No. 57 of the current session of 
the Ontario Legislature. This bill amends 
the Conveyancing and Law of Property 
Act and after defining Employee, Em- 
ployer and Plan in reference to a pen- 
sion, retirement, welfare or profit shar- 
ing fund or plan, validates the appoint- 
ment of a beneficiary for such interest 
as an employee may have in the Plan 
at the time of his death. A further sec- 
tion of this bill excepts employer pen- 
sion trusts from the laws respecting per- 
petuities and accumulations as it is in- 
appropriate that these laws should apply 
to such trusts. We would recommend 
that as the majority of pension plans 
are national in scope it will be desirable 
to press for similar legislation in the 
other provinces. 


Member companies were furnished 
with a bulletin as of June 22, 1953 which 
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outlined the procedure approved by the 
Tax Department wherein T4 Forms may 
be processed currently with severance 
payments. This routine simplifies and 
lessens our tax reporting responsibility 
considerably. 


We had some difficulty in establishing 
the fact that the $40 Old Age Benefit 
might be integrated for future service 
on existing plans and for all service on 
new plans with the Tax Department. A 
number of plans were held up until we 
finally obtained approval from Ottawa 
on September 22nd. 


We have associated ourselves with a 
Committee representing most of the 
professions which is proposing legisla- 
tion to provide for Tax Deferment on 
Pension Contributions for members of 
Associations of the self-employed ap- 
proved by the Tax Department. Similar 
proposed legislation in the U. S. appears 
to have been put aside due to the wide- 
spread changes provided by bill H.R. 
8300 there. There is reason to feel in 
Canada, however, that we are making 
progress. Certainly a tremendous field 
of opportunity will be opened for us if 
and when our efforts succeed. 


J. Fraser Coate, 
(Montreal Trust Co., Toronto) 


Education 


The Trust Companies Course is now 
in its ninth year. Registrations in the 
various subjects were 165 as compared 
to 163 in 1952. 105 students wrote the 
examinations in March. 91 were suc- 
cessful. Five students have completed 
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Retiring President J. W. Berry introducing 
(on his right) guest speaker Robert Morris 
Green, Vice President in charge of Canadian 
Operations, Prudential Insurance Co. of 
America, at annual dinner of Trust Com- 
panies Association of Ontario. Newly elected 
President W. L. Knowlton is at right of 
photo. 


the six subjects of the Course and are 
today receiving their graduation diplo- 
mas from Queen’s University.* This 
makes a total of 53 graduates. 


The large number of terminations 
has made it apparent that the Course 
is not fulfilling its objective as a general 
training ground for trust company per- 
sonnel and a special committee was ap- 
pointed last year to make a thorough 
review of the Course and its operation. 
After careful consideration, in co-opera- 
tion with Queen’s University, the com- 
mittee has recommended and the Associ- 


(Continued on page 578) 





*A. M. More, of the Edmonton branch of Can- 
ada Permanent Trust Co., was awarded a suitably 
engraved fountain pen desk set for receiving the 
highest mark. 
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Ass’t. to C.P.A.: Up to this point Selfmade has given in 
specific legacies money and property approximating 
$75,000. That leaves the business, the two houses, the 
life insurance and about $60,000 in cash and securities, 
after a necessary reserve for our fee. 







Selfmade: What will the expenses and taxes amount to? 





C.P.A.: That depends on how you dispose of your estate. 
Of course we already know in your case what your funeral 
bill was — namely, $1,000, and your debts were nearly 
$2,800 including final income and real estate taxes. The 
Massachusetts taxes will vary depending on to whom 
and how you leave your estate and the Federal estate tax 
will be anywhere from $25,000 to $150,000 depending on 
the ultimate value placed upon the business and whether 
you take advantage of the marital deduction. 


Selfmade: What’s that? 


Nephew’s atty.: As under the income tax law, you can split 
your estate for estate tax purposes into two parts and half 
of your so-called adjusted gross estate can escape all such 
taxes upon your death if but only if you do it in certain 
specified ways — which is unlike the income tax law. 


Selfmade: How’s it done? It seems incredible that my taxes 
could vary as much as you say just because I do it in one 
way or another. 

















Nephew’s atty.: Incredible — but true. It is not going to 
sound simple and it is not as simple as it sounds. Let us 
take up the business first. On the meager facts at our dis- 
posal this might be worth taxwise somewhere between 
$110,000, its book value, and a possible total of $300,000 
if the last five years’ earnings were capitalized at 10 per 
cent, as the government likes to contend. It all depends 
on whether the business can really carry on without you 
and how much the reasonable compensation will be to 
the one taking over your work, the net worth of other 
companies similarly situated, the dividend records and 
several other factors which we cannot go into here — in 
addition to the book value and earnings record. 














Selfmade: Was there any way I could have had this deter- 
mined while I was alive? 







Nephew’s atty.: Yes, but that opportunity has passed. We 
are here tonight to rewrite your will — not re-live your 
life. (This isn’t being televised.) You could have entered 
into a binding agreement with your nephew whereby you 
would have contracted to sell to him at your death your 
entire interest in the business — or perhaps even a less 
interest — and so long as it was a “horsetrade” it would 
probably have been binding upon the Federal government 
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though the State Tax Commissioner hasn’t yet been forced 
to accept such an agreement as binding for the Massachu- 
setts inheritance tax. 


Selfmade: Couldn’t I have sold it to him at a cheap price? 
Nephew’s atty.: Such an agreement will not be effective tax- 


wise if it in any way is a substitute for a testamentary 
disposition. That is why such deals made between close 
members of a family, particularly where the buyer of the 
business is the principal object of the seller’s bounty, are 
looked upon with suspicion and rarely hold. But if you 
make an honest trade with your nephew, having in mind 
that your wife and three children are the principal objects 
of your bounty, in my opinion the agreement would hold, 
so if Jasper had contracted to pay $100,000 for the busi- 
ness at your death, we would have been fairly sure that 
it would be assessed at that figure in your estate and we 
could plan accordingly. 


Selfmade: Where would he have gotten the money? 
C.L.U.: Either I or my many brethren would have shown 


you how, provided you were still insurable. Jasper could 
have taken out insurance on your life for all or a part 
of the amount to be paid and upon your death the insur- 
ance proceeds, either through a trustee arrangement or 
not, would have been paid to your estate, and if a balance 
remained on the purchase price, notes would be given 
for such balance to bear interest at an agreed rate till 
paid — and in any event to become due in full within a 
certain period of time — say five or ten years. You would 
then have known exactly how much in taxes you would 
need to cover the business interest and also would have 
changed a frozen asset into a liquid one — all in a 
twinkling of an eye. 


Selfmade: Yes, but it wouldn’t have been the twinkling of 


my eye. However, | am impressed and wish I had met 
you before we both died. 


C.L.U.: So do I. — You would have had four or five times 


as much personal insurance, and I might have sold 
Jasper a couple of hundred thousand dollars on your life 
to buy the business at your death. I’m sure I could have 
convinced you why it was worth raising his salary enough 
to pay the premiums. 


Selfmade: Isn’t there any way now of keeping the tax value 


of the business down to a decent figure? 


Trust officer: You can leave the business in trust giving to 
your executors and trustees full powers to continue it or 

sell it without license of court, and if it looks as though f 
the government is going to place altogether too high a 
value on it we can decide whether or not to sell it to 
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C.P.A.: $25,000 as against $78,000. 
Selfmade: Guess Ill qualify — but how? 


Nephew’s atty.: In any one of various 
ways but said in words of one syl- 
lable, either by leaving half of your 
adjusted gross estate to your wife 
outright or by way of a trust. 


Jasper at a fair price and on proper terms, and if this 
is done both the state and Federal governments will, in 
the absence of fraud or some under the table transaction, 
be bound by the price agreed to. And strangely enough, 
one of the most important factors as to whether or not 
the sale will have to be made to Jasper or to some one 
else, regardless of other considerations, will be whether 
you qualify your estate to the fullest extent possible for 
the marital deduction which Mr. Hackstone has already 
mentioned. 


Selfmade: 1 don’t get it. 





FATHER-IN-LAW 
DEADLY DULL 


C.L.U.: You can also do it in part by use of the annuity 
settlements. 


Nephew’s atty.: Yes, but in this instance I think you'll agree 


. 2 ° _ j ° . 
rced Trust officer: It’s this way. Suppose we assume the business this slteaitien dcsat’t cult ter Gen 


chu- Ff for tax purposes can reasonably be expected to be pegged 
at $200,000 without a sale by your estate. If in your 
case you have used the marital deduction your overall 


C.L.U.: (hesitatingly): Don’t tell the home office but I 


tan? agree with you — only in this instance, you understand. 
Federal tax would be just under $40,000 as against over 

tax- $110,000 if it wasn’t made use of. In short, we have Selfmade: Couldn’t I also get the marital deduction by put- 

tary $70,000 more to play with if you say tweedledum in- ting the property in joint names with my wife? 

lose stead of tweedledee — only it means you have to trust ’ . 

the your wife more — financially — one way than the other. Nephew’s atty - Yes, but you had better stay away from 

are But you can see it may mean all the difference whether those expensive poems os you'll find both Uncle Sam and 
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old, = whether they will be dependent upon wholly unnecessary capital gains tax. My hunch is that 


usi- 
that 


their Uncle Jasper giving them a 


in your circumstances we pretty well agree on what you 
should do — but you are really the captain of the team 


L.'s 
~f break. : ; 

| we so we will set before you the alternatives and let you 
| Aus Selfmade: What would be the difference decide 


in the tax if the value of the business 


is assumed to be $100,000? 
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my wife outright? That ought to be simple and something 
she could understand. 


Nephew’s atty.: That depends on your answers to various 
questions. 


Selfmade: Shoot! 
Nephew’s atty.: Has your wife good business judgment? 


Selfmade: Only when she tied on to me. Never before nor 
since. 


Nephew’s atty.: Does she know the value of a dollar? 


Selfmade: Not even of a deflated dollar — and as for her 
stretching a rubber dollar — even that’s beyond her. 


Nephew’s atty.: Has she ever had any business experience? 
Can she keep accounts? 


Selfmade: She’s always dealt in round figures — including 
her own. 


Nephew’s atty.: Is she easily influenced? 
Selfmade: By her family and friends but not by mine. 
Father-in-law: (rubbing his hands): Oh, that I were still 


alive! 
Judge: Silence! 
Nephew’s atty.: Do you think she might 


remarry ? 


Selfmade: I suppose anything is pos- 


sible. ‘€ D 


Nephew’s atty.: Any chance of her be- 
coming incompetent? 


Selfmade: Look at her old man. 


Father-in-law: 1 didn’t draw my own 


Will. 


Judge: This time I won’t admonish you. 





Nephew’s atty.: Suppose she died — either with or without 
a Will — whereby the children while still young and 
immature, say under 25 or 30 years old, would come into 
the money — or suppose they were under age and one of 
these worthy gentlemen, Messrs. Delay and Heapiton, 
became their guardian. 


Selfmade: What's this trust angle? 


Trust officer: Well, Mr. Selfmade, it’s this way. In addition 

to the advantage of a trust in permitting the continuance 
and disposition of your business, you can set up the resi- 
due of your estate under two trusts, one called Trust A 
qualifying for a marital deduction — thus saving the 
Federal tax on one-half of your property at your death — 
and the other half under Trust B which saves the second 
tax on that part of your property upon your wife’s death. 
This is all conditioned, of course, upon your wife surviv- 
ing you, which in your case is an accomplished fact. 
Trust A must provide that Mrs. Selfmade receive all the 
income therefrom and she must be able by her will to 
appoint to anyone in the world at her death the principal 
of this Trust A. You can also give her the right to with- 
draw the principal thereof during her lifetime — but. that 
is optional. 


Selfmade: If it’s optional, don’t give it to her. She’s never 
failed to exercise an option. 


Trust officer: The income from Trust B can also go to your 
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wife until her death or remarriage, whichever first occurs, 
and the Trustees can be given discretion to pay to or for 
her or the children any or all of the principal as well 
as the income for their comfort, maintenance and support. 
This is different from Trust A where principal as well 
as the income can be so used only for Mrs. Selfmade and 
which cannot be shut off upon her remarriage. I needn’t 


say, however, that the trustees will in many respects look § 












upon and administer the two trusts as one but not tof 
the extent of tainting the marital deduction, which like | 


Caesar’s wife must be above suspicion. 


Nephew’s atty.: Why don’t you stress the fluid, flexible and 
factual features? 


Trust officer: Well, flexibility isn’t much use to Selfmade 


PTR as ee 


and us in Purgatory but certainly the situation here is | 


fluid — and as to factual, what he means is that if you 
were still alive you would have to keep a close tab on 
your assets, or use what is called a formula clause in order 
to gain the full extent of the marital deduction. 


Selfmade: What’s a formula clause? 


Trust officer: It means tying in Trust A with a provision 7 
that it shall equal one-half of your adjusted gross estate, [ 
less anything else going to your wife, inside or outside f 

of your will, such as jointly held 


property, life insurance gifts in con- 
templation of death, etc. 
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Nephew’s atty.: Some outstanding au- 
V2, thorities deplore its indiscriminate 
use — and for very good reasons — 
but most of us consider such provi- 


sions to be a practical necessity in 


many cases — and have used them f 


in numerous wills and trusts which f 


have gone through without mishap. 


Selfmade: It sounds all right to me though I don’t like the 
idea of my wife being able to give half of my money 
to some predatory third husband. 


Trust officer: That’s the price you pay. Either you take that 
chance or you pay Uncle Sam a very substantial amount 
which would otherwise be available for your family — 


and in your case might result in the business having to f 
be sold at a sacrifice — all because you let yourself die 


without having taken some steps you should have when 
you were alive. 


Selfmade: But what happens to the trust when my wife 
dies? 


Trust officer: Trust A will be consolidated into Trust B —f 


that is if she doesn’t exercise her power to give it away, 
or if she disclaims it while alive, — but we better not go 


into that — and the principal of both the trusts will then f 


go to the children, at whatever ages you specify — say 
at age 30 or 35, with the right in each of them to with- 
draw part of their share at 25 or 30 with proper provi- 
sions for the issue of a deceased child of yours. You 
can arrange all this to suit yourself. 


Selfmade: Why not let them have it at twenty-one if Mrs. 
Selfmade is gone. 


Trust officer: Your children won’t mature that early. One 
of the greatest advantages of trusts is that not only dur- 
ing childhood but also for the formative years of twenty 
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through thirty the principal as well as the income can be 
paid in the discretion of the Trustee to or for the children 
at such times and in such amounts as the circumstances 
then call for, depending on things that may hereafter 
arise and which you have neither any control over nor any 
way of anticipating. In appointing Trustees you are in 
effect giving them the same authority as you would have 
if you were still on earth making the decisions yourself — 
and in many instances the Trustees’ decisions might be 
better than what you would do if you were there. In a 
sense you are projecting yourself in the guise of the 
Trustees — but in a more unemotional way — through 
our generations of Stalwarts. 


A.T.O.: Why, we trustees take an extremely personal in- 


terest in your family and their needs. We do all the 
bookkeeping and investing, send out the checks regularly, 
and if your wife gets sick we find her a doctor and pay 
the bills — from the trust — and if your children want 
music lessons, they get the music — and in every other 
possible way we try to step into your shoes as the main- 
stay of the family. 


Judge: I think you have given our friend something to 


think about. Of course, you might tell him that banks 
as trustees are good administrators and custodians, that 
they are always honest, that they never die or get sick 
or (hesitating) become incompetent, that they are always 
under the direction and control of the bank examiners, — 
not to mention their vast years of experience in settling 
estates and administering trusts. 


Selfmade: All very well but how does this get me out from 
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under the thumbs of the Probate Court and — (looking 
over at the guardians) — the clutches of those two 
sharpies? 


Trust officer: For you it was later than you thought. Had 
you considered us up above, you could have created a 
living trust with all the advantages of trusts we have 
just mentioned plus the added benefit of escaping from 
the publicity, expenses, variances, red tape, rigidity — 
and pardon me, Your Honor, the stiffness of the Probate 
Courts generally, and in particular your friends, Mr. 
Delay and Mr. Heapiton. 


Judge: Mr. Crypt, you have overstepped the bounds of 
propriety. 

Trust officer: | have only stated what can be found in any 
book on estate planning, Your Honor. Mr. Selfmade, 
your chance has passed but others can if they wish set 
up their life insurance — and other property if desired — 
in a revocable living trust into which the property passing 
under your will can “pour over” and thus escape the dire 
consequences we have just mentioned. 


Selfmade: Would that save state inheritance taxes? 


Nephew’s atty.: Only on the life insurance — but it is more 
important that the proceeds of the insurance, by being 
in the trust, can be available for the family needs in a 
flexible fashion instead of being payable so much a month 
to the wife for life regardless of her actual needs and with 
nothing left for the children if she lives for more than 
ten or twenty years. 


Selfmade: Is there any reason the insurance can’t be pay- 
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| to Estate Planning Council. 


Recent elections reported to T&E are: 


Eastern New York: Pres.: William M. 
Connors, trust officer, Manufacturers 
National Bank, Troy; vice pres.: Ed- 
mund J. Moore, C.L.U., State Mutual 
Life, Albany; treas.: Richard P. White, 
attorney, Albany; sec.: Everett W. 
Wyatt, trust officer, National Commer- 


| cial Bank & Trust Co., Albany. 


Toronto: Hon. Pres.: A. J. Elder, 
CL.U., London Life; pres.: D. A. 
Mercer, estates manager, Montreal Trust 
Co.; vice pres.: J. D. Mingay, C.L.U., 
Prudential of England; sec.: G. A. Dew, 


trust officer, Canada Trust Co.; treas.: 


G. L. Francis, C.L.U., Great West Life. 
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trust which seems to be out my reach? 


Nephew’s atty.: It then becomes subject 
to the claims of your creditors and 
to inheritance taxes, but it’s about all 
you can do in your situation as there 
are reasons too complicated to explain 
here why you can’t by-pass your executors and have the 
insurance payable direct to the Trustees under your will. 
No, you'll have to have it payable to your estate and pay 
an inheritance tax. 


BROTHER 
HARDLEIGH SELFMADE 


Trust officer: In rewriting your Will you may want to put 
in a clause directing that no guardian ad litem shall be 
appointed with respect to your estate or your trust at 
any time. That may knock the props out from under these 
two officers of the Court. 


Judge: And it may not, too. I would immediately report the 
matter to the Supreme Court for determination. Nobody’s 
going to oust my jurisdiction — or (aside) cut off my 
patronage. 


Children’s guardian: He’s our prop! 


Justine’s guardian: Then when does he give us our allow- 
ances ? 


Judge: Not till the hearing is over. Have any of you 
anything else to offer? 


Nephew’s atty.: The hour is late, Your Honor, and it is 
time to turn the audience back to the spirits of things 
to come which should be more provocative than we of 
the past, but first, 1 think we ought to give Mr. Selfmade 
an opportunity to tell us what he has decided he wants 
done so he can receive the tangible results of our eve- 
ning’s work, 


Selfmade: The specific bequests are to be as we've dis- 
cussed. The house and contents are to go to Mrs. Self- 
made. Jasper is to be co-executor and trustee with the 


bank — 


Nephew’s atty.: Wait a minute — don’t do that if there is 
any thought of selling him the business. It is well nigh 
impossible for a fiduciary to buy from the Estate or 
to make use of the marital deduction and provide that he 
receive in addition to his fair and reasonable compensa- 
tion of say $15,000., a bonus each year equivalent to 
30% of the net profits but not to exceed $25,000. Jasper 
will have sufficient incentive and won’t be tempted to 
stray with $40,000. a year to shoot at and without the 
headaches of running his own business and I want some 
suitable provision for his retirement when he becomes 
old, sick or incompetent. That will preserve the business 
for Mrs. Selfmade and the family — and my sons will 
have a chance to own it later if they wish and are quali- 
fied. As for Justine, between my wife 
and sons and the Trustees I think she 
will be fairly treated. Mrs. Selfmade f 
can always equalize things by use of Je 
her power of appointment over Trust 


A which should be one-half the resi- 


d ie, 

ue. s\/ 7 

Nephew’s atty.: Don’t mess up the mari- ae 
tal deduction in the residue or we'll SISTER 


be sorry. SUSAN SELFMADE 
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Selfmade: Why? 
Nephew’s atty.: It may cost you more in taxes and there’s 


the $1.00 rule. 
Selfmade: What's that? 


Ass’t. to C.L.U.: You send everything you have to Uncle 
Sam and he sends you back a check for $1.00. 


A.T.O.: Hell hath no fury like that of an option scorned. It 
means no such thing. 


Nephew’s atty.: The $1.00 rule involves a very complicated 
computation whereby you have to start with three un- 
known quantities, namely, the Federal estate tax, the 
Massachusetts Inheritance Tax and the Marital Deduction 
and by series of fantastic fractions and mysterious maneu- 
verings you finally arrive at a reasonably accurate figure 
Trust he represents. 













Selfmade: Jasper isn’t going to get the business. I am going 
for all three. I recommend you give as a specific legacy 
an amount equal to one-half of your adjusted gross estate, 
less the real estate and tangibles, to Trust A. 


Selfmade: With no right of withdrawal of principal to Mrs. 
Selfmade — only in the discretion of the Trustee —. 









Nephew’s atty.: And have all the rest, residue and remainder 
(after the other specific legacies) go into Trust B, — and 
if possible all the business interest — with a broad power 
in the Trustees to accumulate the income or to pay it 
to or for Mrs. Selfmade — 








Selfmade: Till her remarriage. 


Nephew’s atty.: Or to or for the children and also the 
power to pay to or for your wife and children such 
amounts of principal as the Trustees may from time to 
time deem necessary or advisable for their comfort, main- 
tenance, support and education, there being no duty what- 
soever to equalize any such payments or expenditures 
either of principal or income. Giving the trustees such 
discretion over the income as well as the principal may, 
by the way, result in saving substantial income taxes. 


Selfmade: 1 like it — and because there is such a difference 
in ages between Justine and the boys — if after Mrs. Self- 
made remarries — as I know she will — I want Trust B 
to be divided up as soon as either son reaches 30, one 
share for each then living child and one share for the 
issue of any deceased child. The share of any child over 
30 is to be distributed to him and — 


Nephew’s atty.: 1 agree with your splitting the Trust up 
into equal shares at that time but as the Perishables busi- 
ness may be part of the Trust I think it would be well 
to provide that any child reaching 30 or 35 may with- 
draw all or a part of his or her share — don’t direct that 
it be done — and in this instance where such a close 
business interest is involved the right to withdraw could 
be withheld until and unless the business is sold — as 
otherwise it might sink the Selfmade ship on the shoals 
of dissension. 

Selfmade: O.K. Can I give the Trustees discretion to termi- 


nate the Trust and distribute it if at any time that seems 
for the best interests of the family? 



























Nephew’s atty.: Yes — not forgetting the vital distinctions 
between Trust A and B. It places a tremendous responsi- 
bility upon the Trustees but may be justified in a situa- 
tion such as yours. 

(Continued on page 585) 
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FOUR @) TAX HELPS... 


timely, needed! 


STANDARD FEDERAL TAX REPORTS 


For the man whose responsibilities demand that he have every- 
thing concerning federal taxes affecting business and individual 
taxpayers. Week in, week out, the STANDARD’s informative 
issues rush to subscribers complete details on every new twist and 
turn of pertinent federal tax law, as it breaks. Featured are author- 
itative full texts of laws, regulations, rulings, court decisions, 
forms, and related facts and information—all explained and tied 
into the over-all tax picture with helpful, understandable editorial 
comments. Current subscription plan includes 8 “‘bring-you-up- 
to-date” Compilation Volumes and companion Internal Revenue 
Code Volume. 


FEDERAL TAX GUIDE REPORTS 


Edited and produced particularly for Tax Men who must stay 
abreast of unfolding developments concerning federal income 
taxes of the average taxpayer, the ordinary corporation or indi- 
vidual. Swift weekly issues provide quick access to essential facts 
and information—changes in statutes, amendments, regulations, 
decisions, official rulings, and the like. Everything is designed to 
facilitate tax work. Subscription for the GUIDE includes two 
loose leaf Compilation Volumes replete with pertinent law texts, 
regulations, rulings, decisions, explanations, examples, charts, 
tables, check lists. 


PENSION PLAN GUIDE 


Designed for all concerned with drafting, qualifying for federal 
tax exemption, operating and administering employee-benefit 
plans, CCH’s PENSION PLAN GUIDE carefully integrates all 
the controlling authorities to spell out their separate and com- 
bined effects on pension and profit-sharing plans. Makes clear 
the WHAT, HOW, and WHY of statutory and practical require- 
ments that shape and mold private programs. Special features, in 
addition to profit-sharing and pension planning, include:—Groxup 
Insurance Plans, Executive ee. 1g panne Plans, Fringe Benefits, 
Investment of Employee Trust Funds, Payment of Benefits, Guaranteed 
Annual Wages. Everything neatly arranged in one Volume, behind 
quick-finding Tab Guides. 


PAYROLL TAX GUIDE 


For dependable, continuing help in handling the payroll problems 
involved under federal income tax withholding, federal social security 
taxes on employers and employees, federal wage and hour regulatory 
provisions, state and local income tax withholding, and unemployment 
insurance contributions. CCH’s PAYROLL TAX GUIDE spans the 
whole workaday world of pertinent statutes, rulings, regulations, 
decisions, returns, forms, reports and instructions. No law texts, 
no regulations—instead understandable, plain-English explana- 
tions of “payroll law’’ make everything covered instantly clear 
for sound procedure. Subscription includes encyclopedic Com- 
pilation Volume presenting everything down to date—plus bi- 
weekly releases of all pertinent new developments. 


Write For Further Details 
MMERCE. CLEARING, HOUSE,,. INC... 


NNRAWe ee seennnnsennseASernNSBAand — LAWASA Nee ananannnnnnenneanananh  Aannnannennnenanannat Saneaeanian 


PUBLISHERS Of TOPICAL LAW REPORTS 


NEW YORK 36 CHICAGO 1 WASHINGTON 4 
522 FIFTH AVE. 214 N. MICHIGAN AVE, 1329 E STREET, N. W, 





Pennsylvania Trustmen 


Elect Fehr 


George M. Fehr, trust officer of the 
Commonwealth Trust Co., Pittsburgh, 
was unanimously elected as the new 
chairman of the Pennsylvania Bankers 
Association Trust Division, at the an- 
nual meeting in Atlantic City on May 
25, 1954. He stated in his acceptance 
address that he intended to “pursue the 
general purposes of our Division” being 
“governed by the middle of the road 
philosophy.” He indicated his appoint- 
ments as committee chairmen are men 
who had already served their respective 
committees and were therefore familiar 
with the work. For the benefit of new- 
comers and non-trustmen present Mr. 
Fehr summarized briefly the work of the 
nine committees. 


Richard H. Starr, executive vice pres- 
ident & trust officer, First National Bank 
in Sharon, was elected vice chairman, 
and Robert U. Frey, assistant vice pres- 
ident. The Pennsylvania Co., Philadel- 
phia, was re-elected to his 39th consecu- 
tive term as secretary-treasurer. 


Malvin F. Gstalder, outgoing chair- 
man of the Trust Division and vice 
president, trust officer and cashier of 
the First National Bank of Williams- 
port, summarized the work of the Di- 
vision during his year in office. The 
popular trust sales school, extended to 
cover two days, and attended by 225 
men and women, will be repeated Dec. 
9 and 10, 1954 (tentative dates). The 
subjects of Estate Planning, Taxes (in- 
cluding the proposed Revenue Code of 
1954) and Investments were suggested 
for presentation. The Annual Confer- 
ence last April had an educational as- 
pect, as usual, and included reports 
from all the committees. The Division 
agreed to underwrite the cost of devel- 
oping a trust theme in the Educational 
Foundation’s material for the ensuing 
year, and adopted by-laws for the Divi- 
sion, to be finally approved at the 1955 
meeting, tentatively set for April 1. 

Mr. Gstalder commented on trust pub- 
lications by the Division during the 
year and on the continued close rela- 
tionship with the New York State Bank- 
ers Association Trust Division, and with 
the Tri-State Conference Committee 
which includes also representatives from 
New Jersey. In concluding his report, 
he pointed out that trust business in 
Pennsylvania’s 332 trust institutions in- 
creased 13% in personal trust assets. 
Approximately $6,800,000,000 worth of 
assets was under administration at the 
1953 year-end, equal to about 10% of 
’ all trust institutions of the United States. 
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Senator A. S. Monroney of Oklahoma (right center) congratulates George M. Fehr, trust 
officer, Commonwealth Trust Co., Pittsburgh, on his election as Chairman of the Trust 
Division, of the Pennsylvaina Bankers Association for 1954-55 during the Annual PBA 


Convention in Atlantic City, May 23-26. 


They are flanked by (left to right) Paul C. Wagner, Trust Division Chairman in 
1952-53, and vice president, Fidelity-Philadelphia Trust Co.; Richard H. Starr, newly elected 
Vice Chairman, and executive vice president & trust officer, First National Bank in Sharon; 


immediate past Chairman Malvin 


. Gstalder, vice president, trust officer & cashier, First 


National Bank of Williamsport; and Robert U. Frey, assistant vice president, The Penn- 
sylvania Co., Philadelphia, re-elected to his 39th consecutive term as Secretary-Treasurer. 





Connecticut Trust Conference 


Sees Selfmade Play 


Departing from its traditional all-day 
meeting with a question-box period in 
the afternoon, the Connecticut Bankers 
Association confined its annual trust 
conference, on May 12 in New Haven, 
to the afternoon and dinner period. The 
panel feature was replaced by the play 
“S. Simon Selfmade’s Purge” written 
by Paul B. Sargent of Boston. This play, 
originally written for presentation at a 
Boston meeting and being published in 
the May and current issues of T&E, was 
put on by the Junior Bar Section of the 
Connecticut State Bar Association. 


The meeting opened, under the chair- 
manship of A. Fuller Leeds, assistant 
vice president and trust officer of Bridge- 
port-City Bank & Trust Co., with an 
address by J. K. Sinclaire, chairman 
of the board of Kennedy Sinclaire, Inc., 
New York. He offered practical sug- 
gestions and tested methods for obtain- 
ing trust business through the com- 
mercial officers of the bank. 


Quality common stocks represent bet- 
ter value than fixed income securities 
for long term trustee investment, de- 
pending upon the needs of the individual 
account, according to Joseph C. Bick- 
ford, assistant vice president, Bankers 
Trust Co., New York. Mr. Bickford told 
attending trustmen that the discretion- 
ary common fund of his institution, 
which tends to set the pattern for indi- 
vidual trusts, was currently 35% in 
bonds, 50% in industrials and 15% in 
insurance and utility stocks. 





Prospects for this year industrially 
seem to fall between 1952 and 1953 
performances, although “no impressive 
upsurge is in sight.” The outlook for the 
year and probably longer is for low 
interest rates so that the various divi- 
sions of the investment market should 
continue strong, with the possible excep- 
tion of the tax exempt sector where a 
heavy new issue calendar may force 
higher yields. 


Mr. Bickford explained the viewpoint 
of his organization toward diversifica- 
tion as a means of seeking representa- 
tion in favored fields rather than a 
spreading of risks. He favored invest- 
ment according to plan as funds be- 
come available rather than attempting 
too definite timing. The oils represent 
the largest industrial group at this time, 
but papers, electrical manufacturing and 
controls, business equipment and con- 
tainers are also favored, as well as the 
chemicals, with the qualification that 
this last named group may now “reflect 
a rather full appraisal of earnings 
growth which will be delayed for a 
time.” 


aA A SD 
Hawkins Heads Oklahoma 


Trustmen 


Francis G. Hawkins, assistant trust 
officer of the National Bank of Tulsa, 
was named president of the Oklahoma 
Trust Companies Association at the 
57th annual convention of the Okla- 
homa Bankers Association, held in 


Oklahoma City on May 5. 


TRUSTS AND ESTATES 









, trust 


Trust 
PBA 


an in 
lected 
jaron; 

First 
Penn- 
isurer. 


rially 
1953 
2ssive 
yr the 
- low 
divi- 
hould 
xcep- 
ere a 
force 


point 
ifica- 
senta- 
an a 
ivest- 
s be- 
pting 
esent 
time, 
x and 
con- 
s the 
that 
eflect 
nings 
or a 


1a 


trust 
‘ulsa, 
10ma 

the 
Okla- 


1 in 








T THE SIxTH ANNUAL CONFERENCE 
A of the Iowa Corporate Fiduciaries 
Association, held May 12 at Council 
Buffs, C. Ream Daughrity was elected 
president. He is trust officer of Iowa- 
Des Moines National Bank. The other 
officers chosen are vice president: H. 
W. Braack, vice president and trust 
officer, Davenport Bank & Trust Co.; 
secretary-treasurer; Arthur J. Petit, 
assistant trust officer, lowa-Des Moines 
National Bank. 


Retiring president E. H. Spetman, 
Sr., vice president of Council Bluffs 
Savings Bank, reviewed the fate of a 
number of banking and trust bills in the 
1953 legislature (those enacted were 
then reported in T&E). Reminiscing 
on his nearly 40 years with the trust 
department, Mr. Spetman remarked on 
the role of the trust officer as the head 
of the family in many cases, as well as 
the operator of a great variety of busi- 
nesses. Small accounts must be taken 
along with the larger ones, and the 
same quality of service rendered; the 
reward is the satisfaction of a job well 
done and sometimes a lead to better 
business, said Mr. Spetman. 


The inclusion of common stocks in 
trustee investment accounts under the 
Prudent Man Rule is warranted on the 
grounds of larger income and enhance- 
ment in value over a period through 
normal economic growth, with the 
emphasis upon value rather than timing. 
This conclusion resulted from a review 
of underlying principles dating from 
the original Massachusetts ruling, pre- 
sented by George H. Norton, Jr., vice 
president, The Omaha National Bank, 
who also detailed the methods of selec- 
tion employed by his institution. The 
importance of a plan cannot be too 
strongly emphasized, said the speaker, 
pointing out that courage and persever- 
ance based upon long-term considera- 
tions are the backbone of successful 
investment. 


Following an address on trust busi- 
ness development by J. Brooks Corwine, 
assistant vice president of Harris Trust 
& Savings Bank in Chicago, there was 
a panel discussion on estate planning. 
The A. B. Carter Estate Plan was pre- 
pared in mimeograph form and dis- 
tributed to those in attendance. Noel T. 
Robinson, vice president and trust offi- 
cer, Central National Bank & Trust Co. 
of Des Moines, acting as moderator, led 
off with the fact that it was important 
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to obtain from the testator sufficient per- 
sonal history and data concerning the 
members of the family, business inter- 
ests, whether or not there was any busi- 
ness life insurance, whether gifts had 
been made or trusts created during the 
lifetime of the testator. The original 
estate was then taken through mock 
probate showing that in the survivor’s 
estate, a considerable amount of addi- 
tional taxes would be required to be 
paid as a result of the poor planning 
before Mr. Carter reached the office of 
the Trust Department in question. 


Following Mr. Robinson’s discussion, 
J. Locke Macomber, vice president and 
trust officer of Valley Bank and Trust 
Co. of Des Moines, gave a discussion on 
joint tenancy and life insurance. Then, 
S. G. Barnard, secretary & trust officer 
of Bankers Trust Co. of Des Moines, 
spoke on the legal life estate and the 
marital deduction provisions of the Rev- 
enue Act of 1948. Dee L. Frost, assistant 
trust officer, Iowa-Des Moines National 
Bank, summed up the entire discussion 
including the tax consequences. A lively 
question and answer period followed 
from the floor. 


Five important qualities for trustmen 
to keep in mind for the good of the 
institutions they represent were cited by 
P. L. Stevenson, vice president of First 
National Bank, Chicago, at the dinner 
concluding the Conference. They are: 
courage, integrity, diplomacy, humility 
and steadfastness of purpose. To illus- 
trate the working of these qualities in 
the daily life of trust officers, Mr. 
Stevenson drew upon experiences of a 
period of years, changing the names of 
people and places where necessary. 


One story was about a college stu- 
dent, McClintock, who inherited $2.,- 
500,000 from his deceased parents, and 
lived with his foster father, Shepherd, 
an attorney who had once been a 
pharmacist’s assistant. When McClintock 
became of age, Shepherd drew a will for 
him leaving a small legacy to the fiancee 
and the entire residuary estate to Shep- 
herd, who was also named executor. 
Soon after, McClintock died of typhoid 


fever. Shepherd was arrested and 


‘accused of murder. He engaged two well- 


known criminal lawyers who eventually 
got him acquitted. Then followed pro- 
longed litigation between the fiancee, 
ten collateral heirs, and Shepherd. Fi- 
nally a compromise was reached — 25% 
to the ten heirs, 25% to the fiancee, 25% 






C. R. DAUGHRITY E. H. SPETMAN, SR. 


NEW AND PAST PRESIDENTS 


to Shepherd, from which he was re- 
quired to pay $100,000 to the lawyers 
who defended him in the criminal trial, 
and 25% to the law firms representing 
various parties in the civil proceedings. 
By a strictly impartial business adminis- 
tration, the bank collected and _pre- 
served the assets and after the compro- 
mise was reached, liquidated and dis- 
tributed the whole estate. All parties 
seemed to feel that the assets were safe 
in the hands of bank officers to whom 
all of them could be friendly. Confidence 
in the bank was enhanced. 


A second tale dealt with the admin- 
istration of a business which was part 
of an estate. Allison owned a majority 
of stock in a packing company and pro- 
vided in his will that if the business were 
not sold in two years it should be liqui- 
dated. That time, however, fell within 
the business depression, when there was 
simply no market for it. The bank, as 
executor, persuaded the court to permit 
continued operation of the business, not 
indefinitely, but for another two or 
three years. This was enough to enable 
the bank to sell the business at a very 
satisfactory price, to the great benefit 
of the decedent’s widow and three minor 


children. 


A third story described the patience 
and tact necessary to complete a par- 
ticularly difficult renegotiation of a fee 
agreement, and another described the 
diplomacy and humility that followed 
a typographical error which sent a 
wealthy man’s agency account bill to his 
second wife who had not known the full 
size of his estate. 


In regard to cooperation from mem- 
bers of the Bar, Mr. Stevenson referred 
to an attorney who named the bank his 
executor and trustee in his will, saying, 
“T desire to relieve my wife of the cares 
and _ responsibilities which would be 
placed on her in acting as one of the 
executors of my will or as a trustee of 
the trust estates thereunder, and for that 
purpose to name the First National Bank 
of Chicago, in whose officers and per- 
sonnel I have the utmost confidence, 
as trustee and executor in her place and 
stead...” 
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THe EXecutor LOOKS AT THE WILL 


Common Faults with Common Clauses 


HENRY W. BROCKENBROUGH 


Assistant Trust Officer, State-Planters Bank and Trust Company, Richmond, Virginia 


excellent and mediocre wills lies not 
in respect to compliance with the law or 
taking advantage of the marital deduc- 
tion, but in a failure to project our 
thinking to foresee what will happen 
when the executor or the trustee is faced 
with the task of acting under the clauses. 
Here are a few provisions which are 
commonly used, but which often could 
be refined to effect a more efficient and 
economical administration of the estate. 


“Pay All Debts” 


A very usual clause is “I direct that 
all of my just debts be paid as soon 
as practicable.” The executor has the 
job of paying just debts even in the 
absence of such a clause — but didn’t 
your client mention something about a 
deed of trust on his home? The wife is 
quite often jointly liable on this indebt- 
edness. In the usual case the husband 
has made.all of the payments on the 
mortgage or deed of trust note, but 
while he intends the entire home to pass 
to his wife free of any indebtedness, he 
has not made a completed gift of the 
remaining payments. There is nothing 
in the will indicating that his executor 
is to relieve her of this liability. If she 
is not in a position to accelerate pay- 
ment on the note, the estate may have 
to be kept open an undue length of time 
and the widow caused unnecessary fi- 
nancial embarrassment. 


This situation could have been 
avoided if the will had directed that 
the husband’s executor pay off the en- 
tire balance of any obligations which 
were made jointly with his wife with- 
out requiring a pro rata contribution 
from her. 


i I JHE PRINCIPAL DIFFERENCE BETWEEN 


Beneficiary’s Funeral Expenses 


Very often the husband directs that 
at his wife’s death his trustee is to pay 
funeral expenses and just debts before 
making any disposition of the remain- 
ing trust estate. There would appear to 
be no reason why such a direction 
should not be included in the will with- 


From talk before the Richmond Bar Association, 
March 26, 1954. 
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out further thought — but what will 
this entail? While statutes regulate the 
proof and payment of claims against a 
decedent’s estate to its ultimate exon- 
eration, these protective features would 
not appear applicable to the trustee act- 
ing under the husband’s will. Creditors 
of the wife’s estate, therefore, would 
not be barred from bringing action 
against the husband’s trustee until the 
statute of limitations had run against 
their claims. In the case of minors or 
incompetents who had claims, this right 
could continue for a protracted period 
of time, and could completely thwart 
the future distribution of the trust prop- 
erties. 


The trustee, here, could have been 
authorized to hold the residue of the 
trust estate for a given period of time 
and to pay the claims against the wife’s 
estate of which he had knowledge and 
which he in his sole discretion might 
deem just, and that in no event would 
any creditors of the wife’s estate be 
deemed to have a right of action against 
the husband’s trustee for failing to pay 
any claim. 


Specific Residence 


A provision which your client may 
want in his will might take shape as 
follows: “I give and devise my home at 
500 Spring Street to my wife in fee 
simple” — but when John Client passes 
on, he has moved from 500 Spring 


**We should do rather well in Uncle Fred’s will. After 
all, there’s only you, myself and Aunt Dolly here.” 


Reprinted by special permission of The Saturday 
Evening Post. Copyright 1954 by The Curtis Pub- 
lishing Company. 


Street to Greenway Lane, and his wife 
is no longer entitled to the home. A 
preferable provision would have been 
“I give and devise to my wife in fee 
simple any home and the property adja- 
cent thereto which may be used by me 
as my residence at the time of my 


death.” 


Tangible Personalty 


Tangible personal property can cause 
more trouble than all of the other assets 
which the executor handles. Several 
years ago we administered an estate in 
which a number of large pieces of tangi- 
ble personal property were shipped to — 
the persons to whom they were specific- 
ally bequeathed. The cost of packing, 
shipping and insuring this property 
came to several hundreds of dollars. 


The residuary beneficiary of the estate 
protested that these charges should have 
been properly borne by the recipients of 
the bequests, and much to our chagrin 
we found that while the law in Virginia 
was not entirely clear on this point, it J 
appeared that the beneficiary of such a 
bequest is entitled to the tangible per- 
sonal property where it is located. If he 
wants it shipped to him, he himself must 
bear this cost. This imposes a duty upon 
the executor of the estate to store prop- 
erty of this type for an indefinite period 
of time awaiting affirmative action by 
the beneficiary, who may have no desire 
whatsoever to receive the property. 
From an administrative standpoint it 
would be highly desirable to provide in 
the will that the cost of packing, ship- 
ping and insuring such articles be paid 
as a debt of the testator’s estate. 


Recently we received a will which 
contained a provision having a good 
deal of merit. “To my beloved wife, 
Mary Doe, if she survive me, I give 
and bequeath all of my personal and 
household effects of every kind includ- 
ing but not limited to furniture, pictures, 
silverware, china, glassware, books, 
jewelry, wearing apparel and in addi- 
tion such automobiles as | may own at 
the time of my death, and all policies 
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of fire, burglary, property damage and 
other insurance on or in connection 
with the use of this property.” Insur- 
ance is very seldom mentioned in wills. 
Strictly speaking, however, it does not 
pass with the properties insured in the 
absence of a specific direction to this 
effect, because it is intangible in nature. 
It would appear to be the executor’s 
legal duty to surrender all of these poli- 
cies for whatever unexpired premiums 
remain and to turn the proceeds over 
to the persons entitled to the intangible 
personal property. 


Quite frequently the testator leaves 
all of his tangible personal property to 
his wife, if she survives him, having in 
mind such things as his automobile, 
furniture, jewelry and other articles of 
this nature; because to him they repre- 
sent “personal property.” On the other 
hand, all too often we find out that this 
same man is the owner of a business 
which is operated as a sole proprietor- 
ship, or he is a professional man, and 
his inventory and equipment or his 
books and surgical instruments will also 
pass under this provision of his will. 


| Very often the sole proprietor has in 


mind some entirely different disposition 
of his business, and the inclusion of 
this clause in his will completely defeats 
the plan which he had for the continu- 
ation or disposal of his business inter- 
ests. This dilemma could be simply 
avoided by excluding these articles of 
tangible personal property from the be- 
quest to his wife. 


If the wife does not survive, some 
disposition should be made of the tan- 
gible personal property to the children. 
If there is a residuary trust established 
for their benefit and if the tangibles 
fall into the residue, it becomes the 
trustee’s duty to convert these articles 
into income producing assets, despite 
the fact that they may have a much 
larger sentimental value than their 
actual dollar worth. Frequently, how- 
ever, when acting as trustee we will 
withhold such articles of tangible per- 
sonal property as we feel the children 
will want to inherit, despite the fact 
that we may be incurring some liability 
in doing this. We would prefer, how- 
ever, to see a specific clause in the will 
directing that property of this kind be 
turned over to someone having custody 
of the children without requiring a bond 
of such person. Another method of dis- 
posing of this property would be to 
allow some member of the family or 
the executor to choose what articles of 
personal property he felt would be 
proper for retention for future delivery 
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to the children, with a direction that 
the residue of the tangible personal prop- 
erty be sold and the proceeds added to 
the trust estate. 


Outside “Income” 


A very usual case is that where the 
husband wishes to provide his wife with 
a dollar income of a given amount per 
month including any income which she 
may be receiving from outside sources. 
Of course, it is impossible for the trus- 
tee to determine exactly what her in- 
come from outside sources may be, and 
I believe it is beneath the dignity of 
the trustee to be forced to employ de- 





tective methods to determine whether 
or not the facts given by the wife are 
accurate. Where such a provision is 
desired it would be well to add that this 
determination should be in the best dis- 
cretion of the trustee and that he will 
not be liable for any reasonable mistake 
of judgment. 


This provision raises another prob- 
lem. What is meant by income? Does it 
mean taxable income or does it mean 
income from all sources including that 
received from tax free securities, and 
payments from life insurance which are 
not includible in the wife’s annual tax 
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return? Here again, the will should spell 
out what your client has in mind. 
Use of Principal 

Where the trustee is to encroach upon 
principal the standard which he is to 
apply should be most carefully worded. 
All too often such encroachments are 
limited to emergencies. From a number 
of court decisions the term “emergency” 
has become well defined to mean some- 
thing that is “sudden, unexpected and 
of temporary duration.” This means 
that if your client’s wife should become 
afflicted in some way, then the immedi- 
ate hospital expenses and doctors’ bills 





could be paid under such a clause as an 
“emergency,” but if she needed contin- 
uing medical attention or nursing care, 
further encroachments on the principal 
could not be justified, since her afflic- 
tion would no longer be an emergency, 
but would have become a way of life. 
Yet, I wonder if your client had in 
mind such a strict interpretation. 


Where encroachments are to be made 
for education, here again it is advisable 
to spell out what education is intended. 
Is it to be four years of college tuition? 
Will it include incidental expenses while 
in college, such as joining a fraternity 
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and, in general, keeping up with class- 
mates? Will it include a private prep 
school or grammar school, or does the 
testator intend that his children should 
take advantage of public educational 
facilities to the extent available? 











Distribution 

In terminating the trust a provision 
which comes up not infrequently will 
read something like this, “I direct that | 
the trust estate shall terminate when § 
my youngest child shall reach the age 
of 21 or sooner dies.” Now let’s say 
that the testator has three children aged 
6, 9 and 13, and that within two years 
the 6-year-old child passes on. The will 
provided that the trust terminate when 
that child reached the age of 21 or 
sooner dies and a share will now vest 
in fee simple in the other children who 
are still under 21. A provision which 
would carry out the testator’s intention 
might have read something like this,* F 
“T direct that my estate shall be held in F 
trust so long as I am survived by any 
child or children who are under the — 
age of 21 years, and when my youngest f 
surviving child shall reach the age of ff 
21 years or sooner dies, the trust estate f 
shall be paid over —.” 

In making distribution to children 
after an intervening trust, another com- 
mon error is a provision which goes 
something like this, “The trust estate 
shall then be paid over in fee simple 
and equal shares to my then living Ff 
children and to such of my deceased 
children who died survived by issue, 
such issue to take their parent’s share 
per stirpes.” It has been held in Virginia 
that a grandchild was entitled to his 
parent’s share under a provision such as 
this, despite the fact that he did not sur- 
vive the grandfather’s widow, because 
he had fulfilled the requirements of the 
dispositive clause in that he qualified as 
issue left surviving when his parent died. 
This could have been avoided if the 
clause had made it a condition prece- 
dent that such issue also be “then living” 
at the death of the testator’s widow. 


There is a great deal of personal sat- 
isfaction in having the opportunity of 
planning a man’s estate in such a way 
that his hopes for his family and his 
estate can be realized. There is a great 
deal of responsibility which goes along 
with it also. The greatest pitfall which 
the attorney has to face is the client 
who says, “I want a simple, one page 
will,” because the attorney is automatic- 
ally robbed of his ability to do the best 
job of which he is capable. 






















































*Caution under two-life rule against perpetuities 
as in New York. 
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Lawyers Sponsor Estate 
Planning Forum for 
Public 


The first lawyer-sponsored Estate 
Planning and Tax Conference for the 
public was held April 13 at the Durant 
Hotel in Flint, Michigan. The Genesee 
County Bar Association sponsored this 
meeting for laymen who heard Pro- 
fessor Willard H. Pedrick, Professor 
of Law and Taxation of Northwestern 
University, Chicago, Illinois; Austin 
Fleming, attorney for The Northern 
Trust Co., Chicago; and the Honorable 
Frank L. McAvinchey, Probate Judge of 
Genesee County. Approximately 250 
people attended the afternoon session 
and nearly 400 people in the evening. 


Judge McAvinchey drew from epi- 
sodes during his 21 years experience as 
Probate Judge a lesson that wills should 
be drawn with regard to simple honesty 
in the family, pointing out that in these 
days of multiple divorces and inter-re- 
lated children, the family affairs should 
be openly and frankly discussed and 
settled. He spoke with disfavor upon 
joint ownership, except for the social 
benefits of joint ownership of the home. 
He also urged the young to consider 
wills if only for the purpose of naming 
guardians of the persons of their minor 


children. 


Mr. Fleming discussed “How Estate 
Planning Helps the Family,” remark- 
ing that estate. planning is not just hav- 
ing a will, important though that is, but 
includes many steps during life such as 


Tribute to Lawyers 


The Fort Worth National Bank pre- 
sented a three-paneled display entitled, 
“A Tribute to the American Lawyer,” 
to the Fort Worth Bar Association at 
its May monthly meeting. 

The display, which was exhibited in 
The Fort Worth National’s main floor 
banking room for two weeks, included 
reproductions of historic legal docu- 
ments prepared by famous Americans 
who were attorneys. Among these were 
a partnership agreement involving Noah 
Webster; a patent signed by James 
Madison and James Monroe “for a new 
method of shelling Indian corn”; a 
presidential pardon signed by Martin 
Van Buren: the will of Thomas Jeffer- 
son, Andrew Jackson’s license to prac- 
tice law, a contract for purchase of a 
home by Abraham Lincoln. The exhibit 
also contained portraits of 23 Presidents 
who were lawyers. 
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the most desirable method of taking 
title to securities, bank accounts, homes, 
and other property, the amount and 
kind of life insurance for the greatest 
advantage and the most desirable form 
of doing business from an estate point 
of view. He stressed the importance of 
liquidity in the owner’s estate and of 
arranging asset ownership to form a 
co-ordinated overall plan. He concluded 
by emphasizing the importance of fam- 
ily planning as opposed to individual 
planning. 


At the evening meeting Mr. Fleming 
considered the circumstances under 
which business interests should or 
should not be retained after death and 
the advantages and disadvantages of 
different forms of organization. 


Professor Willard H. Pedrick, speak- 
ing on “How Planning Can Save 
Taxes,” discussed in simple terms the 
use of marital deduction and the use 
of the “generation skipping trust.” In 
referring to other tax aspects of estate 
planning, he cautioned against letting 
tax considerations distort the estate 
plan. On the evening program, Pro- 
fessor Pedrick — who spiced his re- 
marks with many anecdotes—discussed 
“Joint Tenancy and Estate Planning” 
emphasizing the tax disadvantages of 
this popular and somewhat misunder- 
stood device. On the subject of “Life 
Insurance and Estate Planning,” he em- 
phasized the importance of life insur- 
ance in the usual estate plan, but raised 
a question concerning the wisdom of in- 
surance purchase by those relatively 
rare individuals who really have no in- 


surance need and who might better in- 
vest their funds elsewhere. 


The program proved so successful 
that the lawyers of the Genesee County 
Bar Association recommend similar pro- 
grams to other Bar Associations. 


A A A 


Winners of Drafting Contest 
Honored 


Lawyers, life underwriters and trust 
men joined May 25th in honoring a 
quintet of law students who were ad- 
judged the winners in a legal Instrument 
Drafting contest sponsored by the Cin- 
cinnati Council of Life Underwriters and 
Corporate Trustees. The dinner at the 
University Club was attended by repre- 
sentatives of the other groups that par- 
ticipated with the Council in sponsorship 
of the contest — the Cincinnati Bar As- 
sociation, the Lawyers’ Club of Cincin- 
nati, the College of Law of the Uni- 
versity of Cincinnati and the School of 
Law of Salmon P. Chase College. 


The contest consisted of the prepara- 
tion of a will including a testamentary 
trust. It was conducted under the super- 
vision of a committee consisting of Wells 
Woodley, trust officer of The First Na- 
tional Bank of Cincinnati, chairman; 
Howard R. Urmston, Estate Planner and 
Louis Gutmann, C.L.U. representing the 
life underwriters. Fourteen law students 
submitted entries, all of them excellent. 


Probate Judge Chase M. Davies pre- 
sented the awards to the winners: Wil- 
liam Baraket, Virginia M. Barlag, Wil- 
liam T. Wingo, Virginia R. Mikles and 
Lyle Castle. The judges were three at- 
torneys, and estate planner and an un- 
derwriter. 


Standing before one of the three panels of the exhibit, “A Tribute to the American Lawyer,” 
presented by The Fort Worth National Bank to the local Bar Association at its May meeting: 
(Left to Right): Estil Vance, president of the Bank; Allen B. Conner, president of the 
Bar Association, and Clyde E. Smith, Jr., Associate Justice of the Supreme Court of Texas. 
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California, Nebraska, Ohio 
Report Trust Assets 


Assets of private trusts in California 
state banks and trust companies aggre- 
gated $1,728,718,000 as of April 15, 
1954, according to the report of Super- 
intendent of Banks Maurice C. Sparling. 
Court trusts amounted to another $293,- 
212,000. 


The seven trust companies in Ne- 
braska held trust assets of $33,151,980 
on June 30, 1953, of which $30,423,514 
was under administration by the First 
Trust Co. of Lincoln. The aggregate 
total represented a 10.6% increase over 
the previous year. 


Total trust department assets of 
Ohio banks and trust companies as of 
April 15, 1954, stood at $1,694,788,345, 
according to a report from First Deputy 
Superintendent R. E. McDaniel of the 
Ohio Department of Commerce. This 
represents a gain of 16% in two years. 
In the same period Ohio trust assets of 
foreign trust companies dropped about 
5% to a total of $313,328,788. The 
amount of bonds held by the Ohio trust 
departments totalled $807,629,916 or 
48% of the total (44% in 1952) while 
stocks aggregated $646,205,253 or 38% 
(39% in 1952). Court trusts were held 
in the amount of $302,313,808 or 18% 
of total; living trusts were $828,290,016 
(49%); and corporate trusts $264,166, 
582 (16%). Common trust fund volume 
increased 19% to a total of $41 million. 
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Will Drafting Contest Winners 
Named 


The winners of the 1954 will drafting 
contest sponsored by American Trust 
Co., Charlotte, N. C., have been an- 
nounced by B. W. Barnard, senior vice 
president and senior trust officer, as fol- 
lows: first place, Abraham I. Gordon, 
Bridgeport, Conn., a student at Duke 
University, who will receive $200; sec- 
ond place, Robert C. Vaughn, Winston- 
Salem, N. C., enrolled at the University 
of North Carolina, who will get $100. 


Other winners this year were: Dewey 
W. Wells, Henderson, N. C., and Alvin 
A. Thomas, Winston-Salem, both of 
Wake Forest College; J. Roger Shull, 
Bridgeport, Conn., of Duke University; 
and Edward N. Post, Winston-Salem, of 
the University of North Carolina. These 
men will receive $50 each. 


American Trust Co., in cooperation 
with the schools of law of the three edu- 
cational institutions, has sponsored a will 
drafting contest for the past seven years. 
All students who have not actively prac- 
ticeed law are eligible to participate, and 
the judges are practicing attorney. 
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Michigan Trust Conference 
Discusses Probate Fees 


The possibility of a revision in the 
statutory schedule of fees for executors 
and administrators was a principal topic 
of discussion at the Michigan Trust Con- 
ference held May 12 at Dearborn, with 
chairman Paul Thompson, president of 
Bay Trust Co., Bay City, presiding. An 
address on the subject was delivered by 
Emil A. Tessin, vice president and trust 
officer, Second National Bank & Trust 
Co., Saginaw, and reference made to 
the article on “Attorneys Fees in Pro- 
bate” which appeared in the January 
issue of T&E. The matter was left open 
for further study. 


A panel discussion on fiduciary opera- 
tion of business interests was conducted 
by Frank Boyer of the Detroit law firm 
of Evans & Boyer, and A. B. Pfleiderer, 
vice president of Detroit Trust Co. 


Expressing the viewpoint that the de- 
cline in business has not yet run its 
course but that this phase should ter- 
minate within a few months, Frank E. 
Seidman of Seidman & Seidman, Grand 
Rapids, told the dinner audience that he 
foresaw no deep depression. Not only 
is a nosedive into deep and prolonged 
deflation not imminent but the govern- 
ment’s ultimate concern will more likely 
be on the side of preventing inflation. 
Current business levels, while below the 
war-swollen totals of the “super-boom” 
peaks, represent what would have been 
considered prosperity only a few years 
ago, according to Mr. Seidman’s analysis 
of the current picture. 


Trustees — Prime Source of 
Capital 
In his report as president of the Trust 
Division of the American Bankers Asso- 
ciation, N. Baxter Maddox, vice presi- 
dent of the First National Bank of 
Atlanta, called attention of the Execu- 
tive Council of the Association at the 
Spring meeting to the dominant posi- 
tion of trust departments in supplying 
corporate capital. He commented: 
“According to a statement in the 
March issue of TRUSTS AND ESTATES 
Magazine, a tabulation of investments 
administered by trust departments 
discloses that the trend to institu- 
tional investment in corporate stocks 


is a major feature in today’s capital 
markets. 


“This is in contrast to trust fund 
investment of some years ago when 
the majority of assets were in United 
States government, railroad, public 
utility bonds and real estate mort- 
gages. The present estimated compo- 
sition of trust portfolios is: goverg- 
ment bonds — 25.9%, corporation 
bonds — 15.7%, preferred stocks — 
12.4%, common stocks — 44.7%.” 
Mr. Maddox emphasized one of the 

key points made by President Keith 
Funston of the New York Stock Ex- 
change at the 1953 annual Trust Con- 
ference: ascendency of institutional in- 
vestors, and particularly the corporate 
fiduciary, as investors in equity as well 
as funded debt of corporate enterprise, 
with a total of some $75 billion from 
United States and Canadian trust insti- 
tutions. Corporations are becoming 
aware of the prestige value of having a 
favored position in trust portfolios. 
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town ship to foreign lands. You may know, too, that The Home, 
as one of the nation’s leading marine underwriters, extends its 
insurance protection right from factory siding —anywhere in the 
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protection can be offered by any local Home agent? 


In full-color national advertisements 
like the one on the right, The Home is 
reminding your customers—manufac- 
turers, merchants and individuals— 
that the Home agent offers them “an 
umbrella of insurance protection:” 
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Trends in Trust Business 


COMPARISON WITH CANADA’S ECONOMIC GROWTH 
SHOWS NEED FOR NEW AVENUES 


K. BURN 


Estates Manager, Chartered Trust Company, Toronto, Canada 


T IS POSSIBLE TO DISCUSS TRENDS FROM 
I at least three different viewpoints. 
There is the obvious method of using 
statistics, Secondly, there is the type of 
trend which involves a change in the 
nature of a business. The best example 
I have ever come across is the corporate 
activity of the Peerless Motor Car Co. 
When the pride of the 20’s lost its 
customer appeal the factories were used 
for storage purposes and eventually thev 
became filled with beer and the com- 
pany wound up as the Brewing Corpora- 
tion of America. In the third instance 
an industry or business can continue 
to perform essentially the same function 
but there can be a radical trend in its 
method of doing business. A common- 
place example of this is the grocery 
industry in its development from the 
corner store to the super-market. 


Table I shows certain statistics con- 
cerning trust companies in the years 
1926, 1939 and 1950. The figures in 
Roman type are taken from the reports 
of the registrar of Loan Corporations of 
Ontario. Those figures for 1926 do not 
include the records of the Crown Trust 
or the Eastern Trust. I assume that those 
companies as they were then constituted 
were not registered in Ontario. Possibly 
some other adjustments are required 
but I do feel that the figures as pre- 
sented are sufficiently accurate to es- 
tablish the pattern on which we can 
base our conclusions. 


Growth in Base Period 


In taking a starting point on which 
to base comparisons I felt that a proper 
time was following the readjustment 
period after the First World War. Trust 
business was established on a reason- 
ably large scale in this country around 
the turn of the century. In considering 
present day trends I thought it was 
reasonable to exclude the earlier years 
of growth and consider the picture from 


Before Trust Companies Association of Ontario, 
April 29, 1954. 
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the time our business had relatively 
reached maturity. 


It will be seen that guaranteed funds 
show the largest percentage growth of 
any phase of our business, considerably 
larger than the next category which is 
“assets under administration.” The cate- 
gory “company assets” represents the 
gross value of assets as tabulated in the 
balance sheets. 


Gross revenue increased substantially 
but not as rapidly as guaranteed funds 
or assets under administration. “Net 
profit,” an operating figure determined 
before adjustments of book values in 
assets, represents by far the slowest 
degree of growth and, in fact, there was 
a slight shrinkage between 1926 and 
1939. These profits are determined after 


income taxes.. Corporation income taxes, 


roughly doubled between 1926 and 
1939 and again doubled by 1950, the 
base rates in the three years being 9%, 
18% and 38%. 


In Terms of Constant Dollars 


The points I wish to make can best 
be illustrated by converting these fig- 
ures into constant dollars as is shown 
by the italicized figures in Table I. The 
following definition of a constant dollar 
is paraphrased from National Accounts 
— Income and Expenditure 1926-1950, 
prepared by the Dominion Bureau of 
Statistics: 


“To remove the effect of price 
changes from the year to year move- 


ments of the current dollar series, a 
procedure known as deflation has 
been employed. The current dollar 
estimates show large increases in 
recent years, but much of this is due 
to price changes. In order to remove 
the effects of the latter, the current 
dollar values are divided by the 
appropriate price indices specifically 
selected or specially constructed to 
match the contents of the individual 
value components. The resulting fig- 
ures are expressed in constant dollars 
of the base period which in this case 
is 1935-1939.” 


Inasmuch as there was no specific 
value component for trust business I 
have used the aggregate price deflator 
as compiled by the Bureau. For 1926 
this figure is 117.3; for 1939 — 100; 
and for 1950 — 174.0. As by far the 
largest component in the aggregate 
price deflator is personal expenditure 
on Consumer Goods and Services, I 
think we can accept the aggregate factor 
with reasonable accuracy. 


Comparison with Other Elements 
of Economy 


Before returning to our trust statistics 
I should like to refer to some compara- 
tive figures in Table II. In each case the 
figures in Roman type represent current 
dollars; those in italics, constant dol- 
lars. The first item is our Gross Na- 
tional Product. Again quoting from Na- 
tional Accounts: 


“An overall measure of our eco- 
nomic achievement is provided by the 
Gross National Product. This aggre- 
gate measures the value of goods and 
services produced by Canadian Resi- 
dents in a given period by adding 
together all costs arising in produc- 
tion. For the economy as a whole, 
these costs consist first of factor 
costs, that is to say, the earnings of 
the factors. of production employed: 
wages and salaries, investment in- 
come including corporation profits 
before taxes and net income of unin- 
corporated business. The sum of these 
factor costs is the National Income. 
To arrive at the total which measures 
production at market prices it is ne- 
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cessary to add elements of market 
prices which do not represent incomes 
of factors of production that is de- 
preciation allowances and_ similar 
business costs, and indirect taxes less 
subsidies. The total thus obtained is 
called the Gross National Product.” 
In terms of current dollars the Gross 
National Product in 1950 was 340.6% 
of the 1926 figure. Note the striking 
similarity of this increase with the in- 
crease in life insurance in force (341.5), 
savings bank deposits (340.0) and as- 
sets under administration (349.8). It 
can be observed that in the deflationary 
period of 1926-1939 these factors which 
are indicative of personal accumulations 
of wealth were stronger relatively than 
in an inflationary period. It appears 
that this aspect of our business has kept 
directly in line with other factors in 
our national economy. 
























Returning to Table I, we see that 
guaranteed funds have grown much 
more rapidly than has our economy 
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TABLE I 


Comparative Figures of Canadian Trust Companies Operations 
(Bold denote “constant dollars” — see text.) 
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TABLE I 


Some Significant Factors in Canadian Economy 
(In millions of dollars.) 


(Lightface line in each case represents Current Dollars and bold line Constant Dollars.) 


1926 1939 
5,294 5,707 
4,548 5,707 
4,610 6,776 
3,930 6,776 
553 852 
471 852 
1,340 1,741 
1,142 1,741 
369 574 
315 574 


% Ratio 
1926 1939 to 1926 1950 

Guaranteed Funds __ $ 74,939,831 $ 142,156,765 189.6 $ 319,719,343 
63,887,324 142,156,765 222.5 183,746,749 

Assets Under 
Administration 934,025,532 2,438,277,156 261.0 3,267,472,162 
796,270,701 2,438,277,156 306.2 1,877,859,564 
Company Assets —__... 38,858,914 62,090,029 159.8 72,730,296 
33,127,804 62,090,029 187.4 41,799,021 
Capital Subscribed -._... 18,042,740 28,175,602 156.2 29,540,501 
15,381,705 28,175,602 183.2 16,977,299 

Shareholders 
Lo ee eee 31,940,596 46,783,191 146.5 61,198,514 
27,229,835 46,783,191 171.8 35,171,560 
Gross Revenue 7,473,060 11,780,318 157.6 23,168,662 
6,370,895 11,780,318 184.9 13,315,323 
> | eee 2,461,437 2,450,886 99.6 3,594,119 
2,098,412 2,450,886 116.8 2,065,586 
ee es 1,582,931 1,848,440 116.7 2,439,476 
1,349,472 1,848,440 137.0 1,401,998 

% Return to 
Sees 4.96 3.95 3.99 


% Ratio 
to 1926 
426.6 
287.6 


349.8 
235.8 
187.2 
126.2 
163.7 
110.4 


191.6 
129.2 


% Ratio % Ratio 
to 1926 1950 to1926 
107.8 18,029 340.6 
125.5 10,178 223.8 
147.0 15,745 341.5 
172.4 9,049 230.3 
154.2 2,770 500.7 
180.8 1,592 3375 
129.9 4,558 340.0 
152.3 2,619 229.2 
156 1,399 3879 
182 804 255 


generally and specifically the rate of 
growth is considerably greater than 
that of savings deposits in banks. This 
is the simplest relationship which we 
have with the public. Generally in their 
eyes we are performing a service identi- 
cal to that of the banks and I suggest 
that the reason for our larger relative 
growth is as simple as being able to 
buy the same pair of pants more more 
cheaply at one store than another. We 
have been paying a larger rate of inter- 
est and offering what looks to the public 
to be an identical service. This state- 
ment presupposes of course that we have 
sold ourselves to the public and instilled 
in them a degree of confidence equal to 
that which they repose in the banks. 


Our gross revenue has more or less 
kept in line with our economy. After 
that point any favorable comparison 
with the country’s economic growth 
ends, Our comparative net profit and 
dividend payments are a shocking in- 
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dictment of our business methods. It 
would appear that our net position re- 
sults from some combination of three 
factors: (1) Too low-a charge for our 
services (this is not particularly borne 
out by the relative increase in gross 
revenue); (2) Inefficient operation; 
(3) Providing too elaborate a service, 
which may be another way of express- 
ing (1) & (2). 

The value of the company assets and 
the shareholders’ equity which are also 
increasing at a relatively low rate reflect 
the low net profits which are available 
to put back into our business. 


Little Change in Scope or Methods 


Turning to the other aspect of what 
may be meant by trends, I am of the 
opinion that there has not been any 
particular change in the scope of our 
business during the period under statis- 
tical review. There undoubtedly has 
been greater emphasis on our corporate 
trust work and on our personal agency 
business. Recently there has been a 
trend to act as agent for insurance com- 
panies and banks in a field where they 
are presumably our competitors — that 
is, in the placing of mortgage loans. On 
the whole, I do not feel that if anyone 
entered one of our offices after an 
absence of thirty years he would feel 
particularly out of place. 


Somewhat the same situation obtains 
with respect to our methods of doing 
business. Probably from the public’s 
viewpoint there has been a _ noticeable 
extension of our branch system and the 
amalgamations of various companies 


have tended to produce larger and 
stronger companies. Internally there has 
been considerable mechanization of our 
systems. These changes hardly go to the 
root of our business. 


Lost Opportunities 


Politically, the greatest factor during 
the period from 1926-1950 has been 
the growth of our government. We have 
passively accepted the situation and 
gratefully picked up a few crumbs 
which have fallen our way. We have 
been made the involuntary and unpaid 
agent of the government in many re- 
spects. When it has suited their purpose, 
such as in the distribution of war loans, 
we have been paid for our services. 
No concentrated effort has been made 
towards selling the services of trust 
companies to the government. 


At the beginning of the pertinent 
period unionism was practically con- 
fined to a few craft trades. Today it is 
almost universal throughout industry. 
Insofar as I am a are, trust companies 
have not played any part in the rather 
tumultuous interaction between employ- 
ers and unions. I am not overlooking 
our role as trustee under pension plans 
but I feel that these have not been an 
outcome of this particular development. 
In reflection it seems almost unbeliev- 
able that we were not called upon in 
some capacity or another to perform 
useful services. We are repeatedly per- 
forming services where there is lack of 
confidence between two or more indi- 
viduals. It does not require too great 
a stretch of the imagination to conceive 
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of our acting in a similar capacity be- 
tween a union and an employer or be 
tween a national union and an associa- 
tion of industry. 

Perhaps the greatest change in ou 
mode of living during the period has 
arisen from the universal adoption of 
the motor car. Aside from the great 
automobile and associated industries 
there has been the development of our 
hiehways and our tourist trade and the 
change in our personal mode of living. 
The share of this business which has 
come to us has been infinitesimal. Pri- 
marily as a result of the automobile in- 
dustry. we have seen the development of 
the personal finance comnanies. Their 
operations consist primarily of borrow- 
ing monev from one segment of the 
public and loaning it at higher inter- 
est rates to another seament. T find 
something rather familiar about this 
procedure. Manv years ago our prede- 
cessors devised the scheme of loaning 
monev against the securitv of real es- 
tate which then formed a large propor- 
tion of the national wealth. I suggest 
that they would not have sat bv idly 
and watched a new lucrative field de- 
velop without their particination. It is 
no answer to point out the obstacles 
that existed to enterine this field. T 
suggest that we could have promoted 
legislation and drained off the select 
credit risks at a lower cost to the public 
and to our very good advantage. 


Corrective Measures Needed 


To summarize our operations from 
1926 to 1950: 

(1) Our volume of business has 

relatively kept abreast of the economy. 


(2) Our gross revenue has increased 
at a slightly lower rate than our in- 
crease in business. 


(3) Our net revenue has fallen be- 
hind badly in relation to our volume. 


(4) We have shown little imagina- 
tion either in our methods of doing 
business or in our aggressiveness in 
expanding into new spheres of our 
economy. 

If my analysis is reasonably correct 
it is apparent that in the future we 
shall have to take some corrective meas 
ures. I think that steps are being taken 
in that direction inasmuch as the vari 
ous companies are stressing the quality 
of the personnel which is being em- 
ploved. In addition we have made 
available a training course in trust pro 
cedure. A well-trained and efficient per- 
sonnel will lead to more efficient opera 
tions and to higher profits. We should 
also be able to find among ourselves 
sufficient initiative to develop real 
trends. 
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High Cost Factors IN ADMINISTRATION 


Realignment of Functions and Legal Framework Needed 


W. G. HENDERSON 


Trust Officer, National Trust Company Limited, Toronto, Canada 


IGHTING MY WAY RECENTLY FROM 
F: subway train to street level in 
down town Toronto, I was reminded of 
this business of estate administration 
where so much thought and effort goes 
on underneath the surface and such a 
small amount of profit comes out at the 
top, where the trust officer stands, cap 
in hand, apologetically soliciting a mod- 
est remuneration from beneficiaries and 
judges of the Surrogate Courts, and 
often finding a certain lack of under- 
standing of what he has been through. 
A glance below the surface is necessary 
to acquire an understanding of most 
things, particularly of estate administra- 
tion. 

A glance at any section of Canada’s 
economy confirms the fact that we are 
expanding with amazing rapidity. Since 
1939 bank deposits have tripled, the 
value of the products of mining and 
agriculture have increased three fold, 
of manufacturing fourfold, of forestry 
fivefold. Prices have increased 21% times 
but wages have tripled. This changing 
and expanding economy presents pecu- 
liar difficulties to the corporate trustee 
which arise both from its increasing 
complexity and from its inflationary 
nature. 


More Duties — and Expenses 


Trust companies, and particularly 
their estates departments, are struggling 
in a sort of economic straightjacket. 
Rising costs of operation with no rela- 
tive increase in compensation has in 
some cases reduced the profit margin 
to the vanishing point. Additional duties 
and demands in the traditional field of 
the trustee have multiplied. Functions 
of the jack-of-all-trades Estates Officer 
have been taken over by specialists who 
in turn require specially trained staffs 
to cope with modern problems. 


The growth of income tax, both per- 
sonal and corporate, succession duties, 
both Dominion and Provincial, tax 
conventions with other countries, 
coupled with the similar growth in the 


Before Trust Companies Association of Ontario, 
April 29, 1954. 
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complexity of taxes in England and 
the United States, require increasing 
time and attention. In the field of in- 
vestment more and more supervision 
is needed. There are approximately 900 
Canadian and United States corpora- 
tions now listed on the Toronto Stock 
Exchange and even Dominion of Canada 
bonds present their problems. Careful 
planning of wills becomes more and 
more essential and yet no charge can 
be made for the hours spent in analysis 
and the expert advice given. 


The growth of our country has been 
shared by us. The value of estates, 
trusts and agencies under corporate 
administration has more than doubled, 
but if we allowed for the inflated dollar 
perhaps our expansion would not look 
so impressive. The need for our ser- 
vices is greater and more widespread 
than’ ever before but lack of public 
knowledge and understanding as to the 
benefits to be derived and their uncer- 
tainty as to what it will cost, together 
with our fear of a sub-standard profit 
or even a loss, act as a deterrent to 
more extensive use of our services. 


Cost Knowledge Basic 


It is difficult sometimes to convince 
the skeptical outsider of the high cost 
of. “just keeping a few certificates in 
a vault and clipping a few coupons.” 
And the task is especially difficult when 
some of our arguments must be so vague. 
I suspect that some trust companies don’t 
know whether they are actually making 
or losing money on their estates, trusts 
and agencies; I am sure that many don’t 
know what their profits or losses are, 
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not just the difference between expenses 
and commissions received, but the dif- 
ference between expenses and commis- 
sions earned; and | doubt if any trust 
company can provide accurate figures 
of profit and loss for each of the three 
categories of estates, trusts and agencies 
or can cost an individual account. It is 
understandable that our protests over 
sub-standard profits are sometimes met 
with a raised eyebrow and a smile of 


disbelief. 


To reduce costs or, when that cannot 
be done, to increase income, it is essen- 
tial to have a sound and easily under- 
standable basis on which to work. If 
we had a sound and comprehensive 
modern costing system, our task would 
be much easier. To develop such a sys- 
tem of cost accounting in our business 
would require much original thinking 
and a good deal of time and money, 
but we would finally have a tool with 
which to revise present policies and 
fees and to gauge the cost of providing 
new services and setting fees for them. 
Much has been done in the United 
States. along these lines, but while their 
experience can undoubtedly be of use 
to us, conditions vary too much for 
direct comparisons to be made. This 
may be the place for the Trust Com- 
panies Association, a committee of 
which, with the co-operation of its 
members, might make a highly useful 
preliminary study of the problems of 
cost accounting. 


Attracting Personnel 


While we cannot turn to cost state- 
ments for detailed analysis we do know 
in a general way what our major costs 
are and the principles which underlie 
them. The largest direct cost in any ser- 
vice institution is usually wages, salaries 
and staff benefits; we are no exception. 
In this day of pension funds, group and 
unemployment insurance, hospital plans 
and other so-called fringe benefits, these 
costs represent at least two-thirds of the 
direct costs of our Estates Departments 
and often approach the three-quarter 
mark, But after all a trust company is 
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its staff. Take that away and you have 
only an empty inpersonal office and a 
little capital. You couldn’t replace it at 
any price for the only way to acquire 
it is through years of patient building 
up of experience, skill and understand- 
ing. 
The problem here is not one of arith- 
metic, but of the men and women whose 
co-operative skill forms our most preci- 
ous asset. Our job is to provide the 
maximum opportunity for those skills 
to operate and thus to achieve maxi- 
mum production. Giving, as we do, a 
highly personal service, and held, as 
we are, to an exacting standard, we need 
a high type of employee to maintain that 
standard. It is difficult to compete in 
salaries with many other types of busi- 
ness in times of full employment. We 
must look in other directions. A survey 
of labor turnover just published by the 
National Office Management Association 
shows that in banks and trust companies 
while 12% left for a larger salary as 
compared to 15% in all business, 25% 
left for either a better chance of ad- 
vancement or a more appealing type of 
work as against 19% in all businesses. 


It would seem then, that while we 
must be sure that our wages and salaries 
are adequate for present conditions, the 
best way to reduce labor turnover is 
to do everything in our power to pro- 
vide maximum opportunity for promo- 
tion and job satisfaction. Other surveys 
show that high morale and therefore 
high production and low staff turnover 
are found where management and super- 
visors are friendly and _ supportive, 
where they are interested in their 
people’s problems and train them not 
only to do their job well but for the 
next highest job. On the other hand low 
morale and low production is usually 
found where faith is placed in efficiency 
charts and rules, rather than in the 
people who are doing the job. 


Production, like Happiness, is a by- 
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product, gained by the continuous ap- 
plication of simple but often overlooked 
precepts of behavior, overlooked to such 
an extent that a new emphasis has been 
placed on personnel administration to 
rectify the omission. It is perhaps a sad 
commentary that so much effort must 
be spent primarily in reminding us that 
people are human beings first and 
factors in production second, but per- 
haps when we have achieved a state of 
grace this function will, like the mythi- 
cal dictatorship of the proletariat, 
wither away. 


Reorganization of Functions 


Hand in hand with the question of 
attitude is that of a form of organiza- 
tion which provides the most free flow 
of work and of communication through- 
out the department and has the right 
person doing the right thing at the right 
time. Too often the estates officer is 
doing work which could be done by a 
junior officer and the junior officer is 
doing clerical work which could be done 
by a clerk. Or he finds that it has taken 
as much time to get Mrs. Murphy’s 
leaky plumbing fixed as it did to plan 
an investment program for her hus- 
band’s estate. 


We have mentioned the necessity of 
setting up divisions or service groups 
to look after the increasingly complex 
problems of taxes, investment, real es- 
tate and mortgages. As volume grows, 
other forms of organization must be 
considered; for instance, division into 
work groups, i.e. an estates officer in 
charge of accounts, free for executive 
functions and client relationships and 
supported by one or more administra- 
tive officers, accounting clerks, etc. This 
has the effect of pushing work down 
the line to lower salary levels with a 
consequent saving in costs, and at the 
same time provides a valuable training 
medium for future advancement of em- 
ployees. 


Under Administration $180,000,000. 
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Division into administrative groups 
is another possibility; for instance, Es- 
tates and Estate Trusts, Living Trusts, 
and Agencies and Custodianships. Fin- 
ally, group judgment, a principle with 
which we are already familiar in hand- 
ling investment and other estate prob- 
lems, should be used as extensively as 
possible. Authoritarian or one-man or- 
ganization can just as easily impede 
action as expedite it and tends to stifle 
initiative and development. These hid- 
den costs of obsolescence of ideas and 
methods should be thoroughly and con- 
tinuously explored for here we have a 
large measure of control and can plan 
and act to reduce them. 









































Obsolescent Framework 


In spite of all we can do to improve 
our methods, however, there remains 
the challenge of working within a re- 
strictive framework comprised of laws 
and customs built on the premise of 
individual trusteeship. Fashioned to the 
requirements of a simpler age in which 
there was a greater concentration of 
wealth, formed to provide maximum 
protection and to conserve that wealth 
in a time of slower change, the frame- 
work has not altered sufficiently to take 
full advantage of the security and skill 
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Photo from Canadian National Railways 


Construction on the railway line to Lynn Lake, Manitoba, where newly discovered nickel 

and copper mining is under development. Railway engineers established a route 144 miles 

long compared with 120 air miles and the track was laid between August 1952 and 
November 1953. 








which modern corporate trusteeship can 
provide. As a result we are burdened 
by costly restrictions and cumbersome 
procedures which in their present form 
have outlived their usefulness and preju- 
dice efficient administration. 


While the cost burden of this state 
of affairs is at present being borne 
chiefly by the trust companies, it will 
eventually be increasingly shared by 
the public. They are feeling it now in 
the length of time that it takes to com- 
plete administration of even the simp- 
lest estate. Pressure for increased com- 
pensation to offset increased costs, 
which is beginning to have effect, will 
result in their paying more for the ser- 
vices that they receive, and if costs con- 
tinue to rise and compensation does not, 
then the quality of the service which 
they receive is going to suffer, for we 
will not be able to attract young men 
and women of sufficient calibre and in 
sufficient numbers to give that service. 


Compensation Anachronisms 


One of the least defensible principles 
which adds greatly to our costs is that 
of awarding the same amount of com- 
pensation to co-trustees as to a sole 
trustee, no matter how many there may 
be. It is apparently assumed that the 
duties and responsibilities of executors 
and trustees can be neatly divided and 
valued, Legally co-executors are equally 
responsible but in practice there isn’t 
much doubt as to who bears the burden 
and cost of responsibility in the major- 
ity of cases. The cost of responsibility 
is high, for the corporate trustee must 
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have always available the human and 
financial resources to give prompt and 
adequate attention to any estate prob- 
lem. 


As to division of duties, the average 
co-executor finds himself chiefly en- 
gaged in holding the trust officer’s coat 
while he rolls up his sleeves and gets 
to work. In the cases where an individ- 
ual co-executor or co-trustee can provide 
a useful service, and such cases are not 
infrequent, there is a logical case for 
separate fees to each executor or trus- 
tee. At present a co-executorship usu- 
ally means increased cost and slower 
administration, and after leading our 
co-executor through all the steps of 
administration, spending a considerable 
amount of time and effort in interviews 
and correspondence, explanation and 
tuition, we are given the privilege of 
sharing with him the same fee which 
we would have received had we been 
sole executors. 


Fees paid to co-executors are a direct 
reduction of profits and would seem to 
be from 5% to 7% of income and 
from 15% to 20% of co-executorship 
fees. When there is added to this the 
cost of working with co-executors, which 
has not been measured but which prob- 
ably equals the amount paid out directly 
to them, it can be seen that a change 
in the law to provide for separate fees 
to each executor would be an important 
step in solving our cost problems, both 
by reducing the number of co-executor- 
ships and by allowing us to obtain a full 
fee for our work. We have all, of course, 


made strenuous efforts to reduce the 
amounts paid to co-executors and some 
success has been gained in inserting a 
clause in wills directing that co-execu- 
tors serve without remuneration, but 
these are only partial solutions. 


An allied question is the method of 
computing and awarding compensation. 
A trustee must sometimes wait a long 
time for his fee and a dollar received 
now for work done 4, 5 or even 10 years 
ago may have shrunk to half its value 
through inflation. Similarly, a distribu- 
tion fee to be received 20 or 30 years 
from now on a trust set up today has a 
present value of less than half the 
amount that will eventually be received. 
There are a great many anachronisms 
in our compensation system but this is 
the other side of the coin of profit 
which will. I hope, be considered here 
in the near future. 


Costly Accounting 


Another principle from which a very 
costly procedure arises is that of strict 
and meticulous accountability to benefi- 
ciaries and to the courts. I do not sug- 
gest that such should not be the case 
but the fact that, quite apart from day 
to day accounting and recording. as 
10% of our direct costs of 
operation must be allocated towards 
accounting in the form and by the 
methods laid down by the courts makes 
one pause. It is a very high cost to us 
for getting paid for our services and 
released from liability. 


much as 


A great deal of money is spent and 
work done to enable us to go through 
processes which often become formali- 
ties but which nevertheless are vital for 
the protection of beneficiaries. I am 
sure that tons of statements go into 
hundreds of waste baskets every year 


without having even been read, let 
alone understood. If some of these pro- 
cesses could be simplified without sacri- 
ficing security it would be a great boon, 
particularly in small estates where simp- 
lification would seem to be a necessity 
if they are to be handled profitably at a 
reasonable fee. 


These are but some of the high cost 
factors which plague us in our business 
today, but it seems to me that they 
all point to the fact that there is no 
easy road to cost reduction. To achieve 
it we must go back to first principles 
and from there follow a course of pati- 
ent, laborious analysis to acquire the 
knowledge and the facts with which we 
can, by action and persuasion, attack 
the problem successfully. 
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CANADA'S TRUST COMPANIES COMMENT 


Excerpts from Annual Reports 


Acadia Trust Co., Truro, N.S. 


Another year of progress . . . Even 
more gratifying is the confidence of the 
public in our institution and the service 
it renders. 


Administration & Trust Co., 
Montreal, Que. 


Assets under administration have in- 
creased 36% in four years. 


British Canadian Trust Co., 
Lethbridge, Alberta 


Most people think of the services of 
a Trust Company in terms of administra- 
tion of estates, but there are many 
cases where a valuable service can be 
rendered to living persons by way of 
estate analysis... 


Canada Permanent Trust Co., 
Toronto, Ont. 


...In the last twelve years, the vol- 
ume of our assets under administration 
has doubled . . . In the past year our 
Company inaugurated a General Trust 
Fund, effective in Ontario, as an addi- 
tion to the investment services which 
it gives to its estates and trusts... it 
enables all cash balances in estates and 
trusts to be kept invested at a good 
yield ... It also gives to smaller estates 
and trusts the benefits of diversification 
and liquidity . . . The legislation per- 
mitting a General Trust Fund is in effect 
in Ontario only, but it is to be hoped 
that the example will be followed in the 
other Provinces. 

... The fees allowed to trustees re- 
main quite rigid ...a good many estates 
and trusts are administered by trust 
companies where the cost of handling 
exceeds the fee. Our Company has met 
this situation in part by developing other 
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and more profitable fields of trust and 
agency administration. For example... 
accounting and secretarial work for cor- 
porations, as well as managing pension 
trusts, acting as stock transfer agents, 
dividend disbursing agents and trustees 
under bond issues . . . Our real estate 
departments have been very active... 
Our total revenues for the year have 
passed the $1,000,000 mark for the first 
time. This figure includes our dividends 
and interest from our investments in 
Capital Account, but it consists largely 
of fees for services rendered ... In the 
past 20 years, total Estates and Trusts 
under administration have increased 
from $32,395,430 to $107,203,124... 


Central Trust Company of Canada 
Moncton, N. B. 


The year 1953 brought a large volume 
of new business to us. The number of 
new wills and trust agreements as well 
as the number of. accounts and the vol- 
ume of trust business, put on the books, 
established a new high for any one year. 


Chartered Trust Co., Toronto, Ont. 


The total of Estates, Trusts and 
Agencies under administration has 
shown continued growth. All depart- 
ments have experienced an excellent 
year of activity which has resulted in 
the net profit of the Company being the 
highest yet recorded at $352,171. 


Crown Trust Co., Toronto, Ont. 


A considerable volume of new estates 
and trusts came under our care and a 
marked increase has been apparent in 
the number and value of wills made 
under which Crown Trust Company is 
named as an executor ... The volume 
of business under our administration has 
reached an all-time high. All depart- 
ments at all our Branches have con- 
tributed towards this growth. 





Eastern Trust Co., Halifax, N. S. 


Total Assets under Administration 
reached a new high . . . there was an 
increase of approximately $4,000,000 in 
Estates, Trusts and Agencies after un- 
usually large distributions of Estate and 
Trust Assets. 


General Trust of Canada, Montreal, Que. 


.... Results achieved during the 25th 
year of our operations are most satis- 
factory and enable us to foresee our fu- 
ture with confidence. 


Montreal Trust Co., Montreal, Que. 


Our business continued to expand dur- 
ing the past year and assets under ad- 
ministration passed the billion dollar 
mark, being ‘up $30,000,000 . .. Im- 
provement in our operations was gen- 
eral .. . It is difficult to single out de- 
partments for special recognition but 
management is encouraged by the pro- 
gress in the Pension Division and the 
Estate Planning Division and we look 
forward to increasing demands for these 
types of service . . . During the year 
more Canadians have sought our advice 
in the planning of their estates than in 
any previous year... 


National Trust Co. Ltd., Toronto, Ont. 


... Total assets under administration 
have reached the highest figure in the 
Company’s history . .. All offices are 
making good progress . . . $41,000,000 
of new assets were entrusted to us as 
executor, trustee and agent during the 
year. The net increase in estate, trust 
and agency assets, after allowing for. 
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disbursements, was $11,500,000... The 
most recent survey indicates that ap- 
proximately 70% of estates on our books 
are under $75,000 . . . The activities in 
the field of corporate trusteeship ... in 
the past year seem very significant. The 
principal amount of new bond issue 
trusteeships undertaken reached a very 
high mark . . . In the field of employees’ 
pension and profit-sharing trusts, the 
further progress made by the Company 
this past year has been most gratifying 
... Of the wills and trusts we adminis- 
tered ten years ago, only 20% auth- 
orized us to invest in stocks. Today 45% 
give us this power . . . In the past year 
new records have been set in all depart- 
ments of the Company’s business. 


Nova Scotia Trust Co., Halifax, N. S. 


This year has been a successful one 
both from the point of view of increase 
of Assets under Administration as well 
as from the profit position . .. The 
steady rise in all phases of the Com- 
pany’s business is most gratifying. 


Royal Trust Co., Montreal Que. 


A satisfactory volume of new business 
was received during the year in prac- 
tically all departments. Particularly 
gratifying is the number of new Will 
appointments recorded . . . Investment 
Management is: rapidly expanding. . 
Corporate appointments for bond and 
stock issues were well maintained. 


Sterling Trusts Corp., Toronto, Ont. 


The Statement is the best one that 
has yet been presented ... The volume 
of new business received during the year 
has been considerable . . . Appointments 
as Executors under wills, and as Admin- 
istrators, Trustees and Agents during 
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1953 were many ... The increasing 
awareness of the public to the advan- 
tages in appointing corporate trustees 
has been a factor . . . more people than 
ever before are seeking the services that 
we have to offer. 


Toronto General Trusts Corp., 
Toronto, Ont. 


Forty-three million dollars in new 
estates, trusts and agencies have been 
entrusted to the Corporation, making 
1953 the biggest year for new business 
in our history . . . Assets, after all dis- 
tributions, are up $17% million . 
Over one-half of the new business re- 
ceived was in assets for new estates and 
trusts. After 70 years’ operations the 
dollar value of new business for the year 
is in large figures, but 70% in number 
of the new estates received were under 
$50,000. The old idea that the services 
of a trust company are of value only 
to large estates is completely out of date 

Changing conditions bring new 
estate problems. For example, in these 
days many estates include interest in a 
business .. . very important both to the 
estate and to the testator’s family ... 
Agency business continues to show a 
good increase . . . Investments held for 
pension plans grow in volume year by 
year. 


A AA 


New Canadian Bank Notes 
in Fall 


New notes will be 6 inches long by 2% 
inches deep. The long measurement is the 
same as the current issue but the notes 
are approximately % of an inch shal- 
lower. The latter change was made for 
technical reasons. Distribution will not 
begin until September. 
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FROM COAST TO COAST 


in Canada 


we offer you 
COMPLETE ESTATE, TRUST and 
AGENCY SERVICES 


Enquiries invited 


~ THE CANADA PERMANENT TRUST COMPANY 


Head Office, 320 Bay Street, Toronto 


Branches: 


oennconeoasannoresnonensverscsseceny 


Brantford 
Hamilton 
Vancouver 


Halifax 
Saint John 


ennneneneuuennensonssonreniegenity, 


Woodstock 
Winnipeg 
Victoria 


Regina 
Edmonton 
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Photo from Information Office, Canadian 
Consulate General, New York 


Spring log drive in Canada where the gross 

value of wood products in 1951 (latest 

available) was $1,153,377,000 and of paper 
products $1,589,842,000. 


QUOTES FROM ENGLAND 
Barclay’s Bank, Ltd., London 


... Our trustee department has had a 
busy year, both at the head office and 
at the branches in London, Sheffield and 
Preston, as more and more of our cus- 
tomers are taking advantage of its ser- 
vices. We intend, in due course, to open 
a trustee branch in Bournemouth... 


District Bank Ltd., London 


... Each of our trustee offices is mak- 
ing good headway and the overall activi- 
ties of the department show a progres- 
sive increase year by year. The rapid 
growth of our trustee business over little 
short of half a century provides ample 
proof of the growing appreciation of 
this specialist service. 

In these days of costly living and 
high, complex taxation, there is an ob- 
vious need to insure that an estate is 
carefully and efficiently administered. 
A frequent difficulty encountered nowa- 
days by executors, and one which makes 
their task increasingly onerous, is that 
of valuing shares in a private company 
for Estate Duty purposes. The problem 
is not only to arrive at a fair value but 
also to mitigate the serious effect of the 
duty liability when a testator’s main 
assets are shares in such a company. It 
is, therefore, reassuring that the Chan- 
cellor of the Exchequer is already giving 
the matter his serious consideration and 
the results of his investigation are 
awaited with much interest... 


Midland Bank, Ltd., London 


...Our Executor and Trustee Com- 
pany, too, is making further headway in 
its own specialised branch of business. 


TRUSTS AND ESTATES 
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Stocks RisE oN Money EASE 


The performance of the market is of 
paramount importance to investment 
planners and a dominating influence in 
the national welfare. What, then, may 
we expect of the stock market from 
here? At this writing the D-J industrials 
are at 328, the rails about 110, and the 
utilities about 58. 


In a previous “Memo” (T&E, Dec. 
1953, p. 924) reference was made to 
the 1953 sequence of changes in interest 
rates and the market responses thereto. 
The D-J industrials were then (Novem- 
ber 30th) at 281.37 and the conclusion 
arrived at was that — “the writer looks 
for steady though possibly irregular im- 
provement for some time to come, with 
new highs in the industrial average an 
eventual possibility.” What new develop- 
ments have taken place in this area in 


1954 to date? 
The Federal Reserve Board on Feb- 


ruary 4th reduced the rediscount rate 
in five districts from 2% to 134% (D-J 
industrial average 294.03). Other dis- 
tricts followed the cut later. 


On March 17th, the Guaranty Trust 
Co. reduced its prime rate from 314% 
to 3% (D-J industrial average 299.31). 


Short term treasury 91 day bills, 


.. Trade Winds ... Memos. 





which sold on December 21, 1953 at an 
average yield of 1.704%, sold on June 
1 at an average yield of 0.714% — the 
lowest rate since July 10, 1947 when 
it was 0.594%. 


On April 13th the Federal Reserve 
Bank of Chicago announced a reduction 
of 144% in its discount rate to 144% 
(D-J industrial average 308.98). Other 
districts followed later. | 


On May 6th major finance companies 
for the sixth time this year reduced 
rates on short term unsecured notes. The 


new rates range from 114% for 30-89 


day paper to 154% for notes maturing 
in 9 months. (D-J industrial average 
320.41). 


U. S. Government 344% bonds which 
stood at 103:24 (bid) on November 
27th rose to a new all time high of 
109:28 (bid) on April 30th. Currently 


they have dipped about a point from 
this high. 


It can be readily seen that stocks ad- 
vanced with increasing ease in the 
money market. From the monetary con- 
trol angle there is not much more to be 
done unless the prime rate is further 
reduced or Member Bank Reserve re- 
quirements lowered. 


As indicated by the very low rate on 
short ierm bills and the fact that U. S. 
Government 314% bonds have appar- 
ently reached at least a temporary peak, 
interest rates appear to be somewhat 
stabilized around current low levels. 
This could mean that the stock market 
might consolidate for a while although 
low rates may continue to wield influ- 
ence in aiding price advances. 


The D-J industrial average is now at 
about the highs of May and June 1929. 
But consider some of the extraordinary 
changes which have taken place in our 
economy since 1929, as are shown below. 


COMPARATIVE INDICES: 1929-54 


Population (Million Persons) _. 


Gross National Product (billion $) —.... 

Personal Income (billion $) 
Industrial Production (1947-49 = 100) __.. 
Money Supply (billion $) — 


Brokers’ Loans (billion $) 
Corporate Profits (billion $) 


Corporate Dividends (billion $) — 
Yields — Common Stocks (%) —.--. 
Yields — High Grade Bonds (%) _....... 


June 1954, 


1929 1954 % Change 
_ 121.8 160.0 31 
_ 103.8 359.0 246 
A a AS 85.1 283.0 233 
OME i 5o 123° 108 
Ph) A BE 55.0 199.9 263 
<silaeminctinc ei eat a is. 
pee eae 8.4 19.6 133 


BS Se) MSP eh 5.8 9.4 62 
3.5 5.2 49 
4.9 2.8 


Source: Brevits 
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. . Funds Index . . . Reports 


There is more reason for today’s stock 
prices than there was in 1929. 

It may be presumptuous to hazard an 
opinion as to the ultimate objective of 
this market, poised as it is at a 24 year 
high level, with all the existing un- 
certainties but certain technical studies 
point to an eventual surpassing of the 
1929 intra-day high of the D-J Industrial 
Average — 386.10. There no doubt will 
be corrections, possibly sizeable, be- 
fore that point is reached and the final 
objective attained. The time element, al- 
ways difficult to gauge, will probably 
extend over the next two years. 

Warpo M. ALLEN, 
MITCHELL, HUTCHINS & CO. 





Equity OUTLOOK FAVORABLE 


The present level of the Dow-Jones | 
averages has been exceeded only in 1929 
and thus one has reason to question 
current market strength. However, this 
has been one of the most selective ad- 
vances due, in my opinion, to greater 
emphasis on professional management. 
As a result, investments have been con- 
centrated in companies whose dividend 
paying and earning ability have been 
proven over the years. The advance since 
September can be attributed to the easy 
money policy of the Federal government 
aimed at stimulating business revival. 
Another factor has been the confidence 
displayed by business leaders in the 
future as indicated by the large projected 
expenditures for expansion and modern- 
ization of plants and facilities. 


This confidence has spread to the 
equity market where the rate of return 
is about double that available in the 
bond market. Yet, after the sharp ad- 
vance of about nine months without 
any real reaction, the current earnings- 
price ratio of 11.9 compares with 21.8 
in May 1946 and with 19.3 at the top 
of the major 1937 bull market. Thus, 
on an income and earnings ratio basis 
the market is still on the low side. Of 
course, the earnings ratio could reflect 
any drastic decline in earnings, but 
since there appears to be a levelling out 
at the present time with all indications 
of improvement toward the end of the 
year, such a prospect does not appear 
to be in the cards. 


The building industry continues the 
one bright spot in the current picture 
and might well be singled out for new 
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| purchases. Cement stocks would come 
into this category since they enjoy the 
additional prospects of heavy construc- 
tion as well as the St. Lawrence River 
project. 


While the smaller automobile com- 
panies find competition rough, never- 
theless the industry will produce and 
most likely sell (particularly if install- 
ment terms are eased) five million pass- 
enger cars this year. This is still a very 
healthy output and about the fourth best 
year in history. Earnings, which are 
geared to volume production, may suffer 
somewhat, and in the case of the inde- 
pendents show a sharp decline, however, 
the automobile stocks appear to have 
fairly well discounted the outlook and 
might well form the basis of long term 
investment. 


The government has indicated that it 
will do everything in its power to turn 
business for the better. Already it has 
made money relatively easy and the 
chances are that Reserve requirements 
will be further reduced to facilitate addi- 
tional government financing. The stock 
piling of metals has done much to bolster 
this part of the economy. There are good 
chances that steel may also be stock 


piled. 





Without 
leaving your desk 


..-you can deal with 
a primary market 


Wherever you are, our Bond Depart- 
ment provides complete telephone 
facilities for trading in treasury bills, 
notes and short term Governments. 
We are also major dealers in State 
and Municipal bonds. Experienced 
and well-informed Bond Officers will 
serve you. 


To keep up with market develop- 
ments, our Correspondent banks and 
customers receive our listings of pri- 
mary issues every Monday morning. 
If you are not on this mailing list, you 
should be. Simply write or phone our 
Bond Department. 


MERCANTILE 


MEMBER FEDERAL DEPOSIT 
NSURANCE CORPORATION - 





SAINT LOUIS 1, MISSOURI 


New York Correspondent: 14 Wall Street 
Chicago Telephone to Bond Department: 
Dial 211, request Enterprise 8470 


Thus the overall picture is one in 
which inflationary pressure continues 
as the basic motivating force for higher 
prices. I think that sound dividend pay- 
ing stocks are still the best way of main- 
taining one’s purchasing power under 
present conditions, particularly with the 
possibility of easing the double tax on 
dividends. It looks to me that any de- 
cline in the market at the moment would 
be held to technical proportions and, 
barring an all out war with imposed 
restrictions, a new all time high on the 
D-J Industrials is a good possibility for 
next year. 


Water G. BERNTHAL, 
FILOR, BULLARD & SMYTH 


THOUGHTS ON AVERAGING 


The continuous accumulation of se- 
lected common equities mathematically 
creates the opportunity for profitable 
operations through formula buying. 
Long considered an intelligent invest- 
ment approach, it was not until regula- 
tory bodies, most importantly New York 
State, enacted legislation permitting sav- 
ings banks and life insurance companies 
to buy common stocks, that dollar 
averaging became widely heralded. In- 
stitutional investors have become domin- 
ant factors in the stock market and a 
major portion of this participation has 
been and should continue to be on a 
periodic basis, in order to keep average 
cost as close to prevailing prices as 
possible. 


All investors have two problems in 
common: when and what to buy. The 
“when to buy” can be routinized by 
averaging. The Monthly Investment Plan 
sponsored by New York Stock Exchange 
firms wisely embodies this principle 
which permits improved performance 
over a period. Because it is a practical 
answer to the continuing problem of 
“when to buy,” it importantly helps in 


providing also a solution to “what to 
buy.” 

Since averaging came into use on 
a substantial scale there has been no pro- 
longed period of downward movement 
in the stock market and it will therefore 
be necessary to. await an actual test to 
prove or disprove the claims of its pro- 
ponents that it will serve as a supporting 
force in unsettled moments. 


SEYMOUR KATZENSTEIN, 
HIRSCH & CO. 


Bank Stocks ATTRACTIVE 


Although many bank stocks have 
lagged behind the industrials, there 
appears to be an expanding demand for 
such shares by fiduciaries and other 
conservative investors. Bank stocks ap- 
pear to have considerable attraction for 
those interested in good yields and 
possibilities of ultimate price apprecia- 
tion. Earnings should show a high de- 
gree of stability during the present 
transition period of neither real peace 
nor real war. Furthermore, gross in- 
come is likely to hold near the post- 
Korea level as expanding investment 
income should largely offset any de- 
crease in loans. Expenses and _ taxes 
should be reasonably stable. Net oper- 
ating earnings in the first quarter were 
above the same period last year and 
earnings for the full year should be 
close to the record total of 1953. 


Present dividend rates generally ap- 
pear secure. In spite of numerous in- 
creases in disbursements last year, cur- 
rent dividend rates represent only 57% 
of 1953 earnings for a group of large 
metropolitan banks, not all in New 
York City. Yields are good, and con- 
tinuity of income has been outstanding. 
Consecutive dividends have been paid 
for almost three quarters of a century 
by this same group of banks. 


The spread between the yields on 
bank shares and high grade corporate 
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bonds has widened in the last year. 
Furthermore, corporations receiving 
dividends from bank stocks (or certain 
other common and preferred stocks) 
are allowed an 85% dividends received 
credit. Corporate bond interest, on the 
other hand, is fully taxable. Since Korea, 
earnings and dividends of many large 
city banks have risen considerably 
more than market prices. The stocks 
are selling at a comparatively low ratio 
to the Dow-Jones industrial average. 


Book values are stated on an ultra- 
conservative basis and substantial re- 
serves are not included in reported book 
values. In general, bank equities have 
shown many of the characteristics of 
a so-called “cost of living” bond during 
the past fifteen years. Since 1939. book 
values of this selected group increased 
an average of 95%. Dividends during 
the same period amounted on the aver- 
age to 73% of the December 31, 1939 
book values. The dividends and gain in 
stockholders’ equity have more than off- 
set the increase in the cost of living. 


G. W. JENNINGS, 
KIDDER, PEABODY & CO. 
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Seudder Fund of Canada, Ltd. 
Heavily Over-subscribed 


Scudder Fund of Canada, Ltd, an 
investment company newly organized in 
Canada, with permission to sell its 
shares in the United States under the 
new regulation of the Securities and Ex- 
change Commission allowing registra- 
tion of Canadian investment companies, 
has completed public offering of 1,000,- 
000 common shares. Lehman Brothers 
headed the group of investment bank- 
ing firms underwriting the issue which 
was heavily over-subscribed at $32 per 
share. 


Scudder Fund of Canada, Ltd. was 
organized by Scudder, Stevens & Clark, 
one of the leading investment counsel 
firms. A Canadian subsidiary of the 
firm, Scudder, Stevens & Clark, Ltd., 
will act as investment adviser to the 
fund. Its investment policy is designed 
to provide a diversified portfolio of 
stocks and bonds reflecting development 
of Canadian industries and resources. . . 
Portfolio securities will be selected on 
the basis of their long-term investment 
performance. 


The Fund at the outset was offered 
as a closed-end investment company, 
but upon completion of distribution was 
designed to operate as an open-end 
fund, with shares redeemable at asset 
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value. It does not propose, however, to 
make a continuing offering like the con- 
ventional mutual, but its stock will be 
available in the over-the-counter market. 


The Fund intends to accumulate and 
reinvest its income and profits. Share- 
holders will not receive current divi- 
dends but will be able to realize upon 
any enhancement in the value of their 
shares by selling or redeeming them. 
The U. S. investor would thus pay only 
a capital gains tax at that time, The 
Dominion Tax Law gives the company 
an option as to how it will be taxed. 
As an investment company 95% owned 
by non-residents, it can be taxed at a 
rate of 15% on all income. Otherwise, 
interest received would be taxed at reg- 
ular Canadian corporate rates, while 
that from dividends would be tax-free. 
There is no capital gains tax in Canada. 


A A A 


Axe-Houghton Introduces New 
Insured Investment Plan 


A new type of investment plan which 
automatically combines group life in- 
surance with a ten-year monthly pe- 
riodic investment in the Axe-Houghton 
Stock Fund has recently been innovated 
by the Axe-Houghton mutual fund 
group. Designed in particular for the 
professional and small business man 
and full time employees of large corpo- 
rations, this decreasing term group life 
insurance becomes immediately opera- 
tive without a medical examination 
when the investor contracts for a plan. 


Presently only available in New York, 








minimum payments of $25 per month 
can be made on a $3,000 plan while the 
maximum of $10,000 entails monthly 
payments of $83.33. Upon his death, the 
unpaid balance of the investor’s con- 
tract immediately becomes an obliga- 
tion of his estate and that amount is 
paid by the Prudential Insurance Co. of 
America to the Irving Trust Co., agent 
for Axe Securities Corp., which pur- 
chases Axe shares in the name of the 
estate. In essence, the insurance feature 
differs little from that used to protect 
unpaid balances on personal loans and 
automobile purchases made on an in- 
stallment basis. 


Combination plans employing group 
term insurance with mutual investment 
programs are not a new development. 
Fifteen to twenty years ago several 
fuils bought term insurance to pro- 
vide for unpaid balances of investors, 
but, loading charges on their shares 
were extremely high and too great a 
percentage of these came out of the 
first few years’ investment. Currently 
about half a dozen funds, distributed 
chiefly through specially set-up sales or- 
ganizations, sell such plans with sales 
loads now festricted by the S.E.C., al- 
though 55% to 60% of the ten-year 
total is deducted during the first year. 
A medical acceptance is required for 
insurance in these and the minimum 
monthly payment is usually $10 after 
the first installment which is twice that. 
As in the case with the new Axe plan, 
future participation may be cancelled 


(Continued on page 571) 
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Manhattan Bond Fund, Inc. 


Diversified Growth Stock Fund, Inc. 


PROSPECTUSES AVAILABLE ON THESE MUTUAL FUNDS 
FROM YOUR LOCAL INVESTMENT DEALER, OR 
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HUGH W. LONG AND COMPANY 
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Mutual Funds 


Okvestors MUTUAL, INC. 


An open-end management type mutual 
fund diversifying its investments among 
common stocks, preferred stocks and 


bonds. 


Ofeocstors SELECTIVE FUND, INC. 


An open-end management type mutual 
fund diversifying its investments among 
bonds, preferred stocks, and other senior 
securities. 


Sevestors StOCK FUND, INC. 

An open-end management type mutual 
fund diversifying its investments among 
common stocks and other equity securities. 




















































Face Amount Certificate Company 
Jw von dirteenaversceetlh casaircttons atnateens sence IES 


Arcestors 
SYNDICATE OF AMERICA, INC. 


A face amount certificate company issu- 
ing installment certificates having 6, 10, 
15 and 20 year maturity values and 
fully paid face amount investment cer- 


tificates. . 

This is not an offer to sell these securi- 
ties. They are subject to the registration 
and prospectus requirements of the Fed- 
eral Securities Act. Information about 
the issuer, the securities and the circum- 
stances of the offering is contained in 
the prospectus which must be given to 
the buyer. 

Prospectuses relating to the shares of 
capital stock or certificates of the above 
companies may be obtained from the 
national distributor and investment man- 
ager at Room 357, Roanoke Bidg., 
Minneapolis 2, Minnesota. 


Investors Diversified Services, INC. 


OY what Is 
= 


» Canadian 


“Zs Fund? 


Canadian Fund is a mutual investment 
company offering a diversified, managed 
investment in common stocks of corpora- 
tions selected on the basis of possible 
participation in Canada’s growth. 

The facts on this mutual fund are con- 
tained in a free booklet-prospectus. For 
your copy, ask any investment dealer or 
mail the coupon below to 


CALVIN BULLOCK 
Established 1894 
One Wall Street New York 


ee ee ee ee ee Oe ee ee ee ee ee ee 


Please send me a free booklet-prospectus 
on Canadian fund. TR 
Name 


Address 











Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 
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Reference should be made to the introduc- i 6 7 16 
tory article in July 1949 issue, outlini ur- i 
poses of no ns a and puiuigeastions in 12/81/35 ~ fot og 5/28/5 
selecting stock _and cost-of-living averages, Principal 
periods and in interpretation of data. Principal ities High Princip ' ; 
BALANCED FUNDS 
American Business Shares — ~~ -___-_ -- 65.9 $161.7 161.81 
pS he gee _— 71.4 $219.1 $219,088 
eee Tee — 838.1 $240.2 240,083 
I 103.1 60.2 %$185.3 185.40 
Commonweaith Investment = 106.3 78.6 {2382.5 232.56 
Eaton & Howard Balanced _... 114.5 73.6  %$203.0 202.03 
Fully Administered Fund (Group Securities) __ — 69.4 %$151.6 $150.3 
General Investors Trust _.___ Tee SR 110.0 65.2 %t144.2 144.98 
| gS ie ae Se — 73.5 $174.0 1744 
Po eee — — $199.6 1994s 
Nation-wide Securities** === 102.6 59.6 %149.0 149.84 
ws ser —_ — $175.0 +174.9B6 
George Putnam Fund _.._ itinpeinasitapicitgatihd. — 69.2 $163.9 163.998 
Mutual Fund of Boston**** —_ — $169.7 169,785 
Scudder Stevens & Clark === 97.4 80.9 $170.6 170.487 
vg i ee 105.2 75.0 %180.8 180.357 
Whitehall Fund _..__ ee ee oem _— — $210.2 209.2 
Wisconsin Investment*** ~ == SS — 65.1 $244.8 q 
AVERAGE: BALANCED FUNDS _.__—SE 105.6 70.8 %184.1 Rg 
STOCK FUNDS 
Affliated Fund *** zs oe ee. — 50.2 %215.0 
Broad Street Investing Corp. =... —>=>=>E 109.9 60.1 $231.4 
Bullock Fund = PAS ata eh 109.8 61.0 213.9 
I i — 76.1 $179.7 
Diversified Invest. Fd. (Diversified Fd. Inc.) *** — — $163.4 
Dividend Shares _....- SS bseees 109.0 62.1 $188.8 
Eaton & Howard Stock == 107.1 62.7 $257.4 
ES EL — — $250.3 
Fundamental Investors™ __ ss 105.2 64.8 $272.7 
incorporated Investors ==» 103.6 63.9 %$257.9 
Institutional Foundation Fund __._ — — $190.9 
Investment Co. of America _..._ = — 69.0 $222.0 
Kaickerbecker Pend —_ 59.8 $127.3 
Loomis-Sayles Mutual Fund _.- SSE 12.4 74.2 4207.8 
Massachusetts Investors Trust = 110.7 59.7 $218.7 
Mass. Investors Growth Stk. Fund _.._—=— 114.2 57.4 $230.5 
Mutua] Investment Fund 129.7 56.1 %$173.6 
National Investors _.._ >= ae — 60.7 $273.9 
National Securities — Income*** = a 66.0 %115.0 
ee CS ea 117.4 61.4 4170.4 
Selected American Shares... == 123.8 60.9 192.2 
I oe 62.5 %145.5 
State Street Investment Corp. 92.8 60.7 251.3 
Wall Street Investing Corp... === — — $251.5 
AVERAGE: STOCK FUNDS _...._ 108.1 63.2 214.7 
90 STOCK INDEX (Standard & Poor’s) ____ 106.7 59.3 231.8 
CONSUMERS PRICE INDEX (B.L.S.) _.__ _ n99.8 n193.6 





Base index number of 100 is the offering price 30, 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such date and the re- 
sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- 
butions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
panies out of income earned from dividends and interest on their portfolio 
securities (excluding all capital distributions). 


n—new revised series adjusted to Dec. 1939 base. +Ex-dividend current month. 
m—acquired assets of Investors Management Fund tHigh reached current month. 
March 31, 1954. @ Principal index begins after 1939 base date. 


TRUSTS AND ESTATES 
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the annual period 
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‘ Rxreag cane Net Invest. 
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a Distri. | 5/28/54 | icome % 
161.7981 — 118.1 3.74 
4219.3 3.18 +166.6 3.39 
240,03 1.99 188.5 3.87 
185.30 1.03 150.4 3.53 
232.36 1.48 193.5 3.93 
202.983 1.76 180.6 3.80 
7150.53 0.82 +123.0 3.55 
144,38 3.10 113.8 4.69 
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199.46 1.27 184.2 4.12 e 
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$174.86 < 7162.7 3.82 e 
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180.357 2.06 141.0 3.74 
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184.88 1.76 148.1 3.87 
214.381 1.31 136.2 4.79 
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7213.44 2.70 4173.1 4.49 
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4163487 = «(0.411 $148.5 5.20 @ 
188.46 2.67 153.7 4.35 
257.98 223.5 3.77 
250.56 1.55 217.1 4.73 e@ 
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127.2 2.72 79.7 2.72 
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+229. 1.36 7186.4 3.25 
173.43 1.95 140.9 2.80 
273.808 2.52 214.5 3.71 
7113.40 1.16 + 95.1 5.83 e 
170.813 2.79 136.9 4.07 
192.80 3.11 148.4 4.56 
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Became Balanced Fund in 1945, 

ssNot included in balanced or stock average 
**Name changed from Russell Berg Fund. 
**Name changed from Nesbett Fund. 


1954 BY HENRY ANSBACHER LONG. 


June 1954 








This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 


The offer is made only by the Prospectus. 


1,000,000 Shares 


Scudder Fund of Canada Ltd. 


Common Shares 


(par value $1.00 per share) 


Price $32 per Share* 


*Prices for single transactions of less than 1,000 
shares. Prices are scaled down for single trans- 
actions invoiving greater numbers of shares. 


Copies of the Prospectus may be obtained in any State only 
from such of the several Underwriters, including the under- 
signed, as may lawfully offer these securities in such-State. 


LEHMAN BROTHERS 


June 3, 1954. 


-Doston Fund 


MASSACHUSETTS INVESTORS 
GROWTH STOCK FUND 


Massachusetts \uvestors Trust 


Century Shares [rust 


CANADA GENERAL FUND 


The 
Bond Fund 


OF BOSTON 


A prospectus relating to the shares of any of these separate 
investment funds may be obtained from authorized dealers or 


"ANCE, SANDERS & COMPANY 
111 DEVONSHIRE STREET 
BOSTON 


CHICAGO 
120 South LaSalle Street 


NEW’ YORK 
61 Broadway 


LOS ANGELES 





210 West Seventh Street 


FAVORITE EQUITIES IN CANADIAN TRUST ACCOUNTS 


The following compilation of favor- 





Common Stocks 


Traders Finance Corp., Ltd. 


This Canada-wide finance company has seen tremen- 
dous expansion in the postwar period. Its strong posi- 
tion in Canada gives this stock assured future growth 


possibilities which should interest investors. 
MEMORANDUM AVAILABLE 


Inquiries on other Canadian situations are invited 
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Imperial Bank of Canada ____. 7 
PE TE i ncnonccich tere tetas 14 
Imperial Tobacco 
Industrial Acceptance 
International Nicke] —_______. 16 


ite stock investments. held by sixteen Abitibi Power & Paper... 6 inhuaeinanal Paik ; 
° . . n EE scchateduakateenenaaintianes 

Canadian trust companies for discre- Aluminum 14 8 

tionary trust and agency accounts in- Asbestos _... : Kerr Addivon Gold Mines oe ; 
sas he ii f Bank of Montreal 15 es 

cludes those securities on the lists of at Bank of Move: Scotis 10 Loblaw Groceterias “B” _ 5 

least five trust companies. The basis has Massey-Harris >>> 7 

. oe , Bank of Toronto 10 MeColl-F Oil 6 

been increased in this instance from in- Bell Telephone 16 — . - gan eer : 

clusion in three lists (see T.&E., Dec. Brazilian Traction Light & onan = dutenle Beae ee : 

1953, page 928) because of the larger _ Power .. 8 ea an eed nae 

representation of stocks and responding British American Oil 15 i itiain.  ...*¢ 

: British Columbia Flectric 10 N da Min 15 
a. British Columbia Power 9 ieaiiiehe Song A agameerammaeaa 2 

No startling conclusions can be drawn Building Products 11 et eee Ps 
from the figures in hand but it is noted Canada Cement 6 Siegel Mie Dies Aare oe 
. Canada & Dominion Sugar 6 ennieentonoevsbien. 
that the select group of outstanding Canada Maltine 6 Power Corp. of Canada —__. 8 
names previously in preferred position Citi: Wittens 3 _ —_ . o aaes Saied . 
remains substantially unchanged. The Gonadien Wiak of Commerce _ 12 rennet oe is al : 
stocks of leading chartered banks con- Canadian Brew-ries 8 eatin ite a uae oe 
' ; ‘ 
tinue to find favor among these conserv- rane .. = it, ta. 6 
ative investors. There is, as observed in : ' Hiram Walker, Gooderham & 

. ‘ ‘ : Canadian Investment Fund 5 WwW ; 12 
connection with the selection basis, a Cusniien Pectihe Rev. 11 wes. “ ELAN: CN aes : 
tendency to spread commitments more Consol. Mining & Smelting 14 he sgh —_ a . 
widely, as there were 135 names which Consolidated Paner 12 — atte sensei 
appeared in three or more lists as against Consumers Gas Toronto) 6 Claes “A” Ghost 
79 six months earlier, a trend which is —oeceeg~ Aenea yoagram ; Wael Gnesi: ot Gee 12 
worthy of favorable note. The list now Scckitinn Saks 8 International Metal Ind. 5 
contains 99 names on the higher basis Dominion Bridge io ek tee aduconiianedtias : 
indicated. em — o Steet ; United Fuel Investments —____- 5 

Because of the larger number of insti- a 9M ae Re 
: , : a. si Dominion Oilcloth & Linoleum 5 Preferred Stocks 
tutions which reported in this instance, Sesitihin Meith Coal “ POR iting <r - 
ies which rose or fell in favor are not pone Seeiin : inn ts cae. ¢ 
possible. amous Flayers - ae g 
Fraser Companies, Ltd. 8 Henini, Geiiioeas . 
We again express thanks for the co- Gatineau Power 10 Wig caniggameanaa 
: Canada Steamship Lines _....._ 5 
operation extended by the Canadian pc ag pigeons ; ins... 
trust executives in making possible this Gypsum, Lime abastine : Canadian Oil Companies g 
ee : : Hollinger Consol. Gold Mines 7 oe dries & Steel 6 
continuing survey of leading investment Howard Smith Paper Mills ___ 10 Dominion Foundries & " — & 
media in the Dominion. Hudson Bay Mining & Smelting 8 Dominion Tar & Chemical —— : 
Gatmeau. rover —§§..__..__.. 9 
General Steel Wares _..... 6 
9 


Goodyear Tire & Rubber —______. g 
Howard Smith Paper Mills _..._ 9 
Imperial Tobacco 
Industrial Acceptance ___. 
McColl-Frontenac Oil _..._-_. 
Pe eS eee ee 
Nova Scotia Light & Power __. 
Power Corp. of Canada ____. ae 
Shawinigan Water & Power _. 1 
Southern Canada Power ____..- 
Westen, Goorse 
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Automatic Stock Clearance 
for Montreal 


Cumbersome methods of security 


clearances involving preparation of 
hand-written lists and individual deliv- 
eries to other member firms have been 
superseded on the Montreal Stock Ex- 
change by a modern automatic sys 
tem which will, it is believed, prove 
much more efficient, as well as more 
economical. The basic principle is that 
used in settling bank clearing operations. 


Carl M. Loeb, Rhoades & Co. 


Members New York Stock Exchange and other 
Leading Stock and Commodity Exchanges 


. 42 WALL STREET NEw YORK 5, N. Y. 


Private Wire System to Branch Offices, Correspondents 
and their connections in 80 Cities throughout the U.S. 
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Imagine Drilling Clear 
Through the Earth! 
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N THAT PERIOD Socony-Vacuum has_ oil. Instead, during the years we 
I produced in the United States drilled this great distance, we almost 
alone more than 900,000,000 barrels of | doubled Socony-Vacuum’s domestic : 
crude oil. Had we been content to rest oil reserves which now stand at more <SOCONY-VACUUM 
on our oars, we would now be out of _ than 1,650,000,000 barrels. 


SOCONY-VACUUM OIL COMPANY, INC. 
Makers of Mobilgas and Mobiloil 


rATES MUNE 1954, 
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CANADA Faces Facts 


Obligations of the Dominion of 
Canada and its political subdivisions, 
with rare exceptions in the latter group, 
have found for years ready acceptance 
in many institutional investment port- 
folios on this side of the border, as have 
the stocks of Canadian companies of 
investment calibre. Private investments 
in more speculative exploitation ventures 
and direct corporation investments in 
Canadian subsidiaries have likewise 
swelled the total. The meteoric expansion 
of the Canadian economy and the cor- 
responding participation by American 
capital since the end of World War II 
have accordingly focused even closer 
attention upon developments which may 
influence the fate of American capital in- 
vested there. One important segment is 
that country’s foreign trade, which in 
1953 showed rising imports and shrink- 
ing exports, a trend which should not 
get out of hand in maintaining a sound 
international trading and financial posi- 
tion. 


In a recent speech to the National 
Industrial Conference Board, F. Cyril 
James, Vice-Chancellor of McGill Uni- 
versity, estimated some $5 billion United 
States investment in Canada, with the 
annual average increase since 1950 in 
the neighborhood of $500 million. This 
represents, said Mr. James, about one- 
third of our total external stake. Never- 
theless, Canadians are financing 85% 
of their investment needs and are now 
saving a greater proportion of national 
income than any country. Canada’s im- 
portance as our customer is shown by 
her consumption of $3 billion, or rough- 
ly 20% of our exports, in 1953 while 
we took over half of her exports to the 


tune of $2.3 billion. 


As world trade competition grows, 
Canada’s major export products have 
become less scarce and a substantial sur- 
plus has accumulated in wheat. These 
and other factors, including growing 
concern over United States restrictive 
protective policies, have brought ex- 
tended comment from several of the 
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leading Canadian commercial banks in 
recent economic reviews which have 
ranged from the possibility of special 
arrangements with the Sterling Area, 
despite the greater importance of United 
States trade, to a reduced exchange rate 
on the Canadian dollar to stimulate ex- 
ports. 


In spite of these concerns, it is heart- 
ening to quote from the April Review of 
The Bank of Nova Scotia: “Of all the 
younger developing countries, there is 
none whose recent development has been 
more impressive than Canada’s and none 
whose development has been geared so 
closely to the realities of the competi- 
tive world.” Likewise, the May Commer- 
cial Letter of the Canadian Bank of 
Commerce faces facts in this manner: 
“As has been suggested in past months, 
Canadians must not only seek wider 
markets but must also get prices into 
line with emerging competition. Not 
only is it necessary therefore that every 
effort be made to reduce the present 
obstacles to foreign trade and to facili- 
tate free world movement of goods and 
the payment for those goods in the 
national as well as international interest, 
but also there is a more immediate need 
for a careful analysis of costs to the 
end that Canadian goods may become 
more competitive in markets at home 
and abroad.” 


With this encouraging evidence of an 
alert and courageous approach to her 
problems, it seems assured that Canadian 
business leaders will take every means 
to continue the common-sense handling 
of issues affectitng the country’s welfare, 
which has been one of the favorable fac- 
tors influencing outside investment. 


NEw FAcESs TO THE FORE 


Although trust investment officers are, 
on the whole, not inclined to stray far 
from top names, except perhaps for a 
small percentage of the account, some 
investment observers seem to sense a 
greater interest in stock issues which 
rank just a shade below the best. When 
the extent of the rise since September is 





considered, it is only natural that, while 
one might not wish to disturb a position 
with a_50 point cushion in General 
Electric, there might be some hesitation 
in buying immediately if a consolida. 
tion period seemed imminent, even 
though most institutions place more 
stress on selection than upon market 
timing. 

Probably the degree of interest in 
these “excellent but less than the finest” 
companies varies with the appraisal of 
the investing officer of the economic 
signposts along the way. For example, 
there was, as always, a wide divergence 
in reaction to first quarter earnings and 
their meaning for the timing of the cycle 
in progress. Some of these companies 
may represent excellent investment 
media if conclusive evidence of a rela- 
tively sustained business upturn is not 
indefinitely deferred. 


RAILS ON THE MEND 


With a comparatively small list of 
names to prove the exception, the often- 
cited disabilities of railroad stocks have 
debarred them from widespread trustee 
favor in recent years. Declining car- 


_ loadings due to the slower tempo of busi- 


ness and rising costs, both actual and 
in prospect, have dampened their recent 
attractivness but the general improve- 
ment in rail action during the past 
month has led some investors to believe 
that better things are in store in this 
department. 


Scattered evidences of progress in 
cost control are making their appearance 
and, when and as these become more 
pronounced, the most favored units 
should again attract enlarged investment 
interest. Rail stocks are selling at a low 
price-earnings ratio and dividends of 
the more favorably situated roads seem 
reasonably assured. Inasmuch as earn: 
ings began to slide in the last half of 
1953, the balance of this year should 
make fairly favorable comparison unless 
a really serious business slump develops. 


Banks LARGEST INSTITUTIONAL 
MARKET FACTOR 


The importance of institutional busi 
ness is proven by the findings of the 
New York Stock Exchange’s third study 
covering transactions effected on March 
17th and 24th, which showed that banks, 
insurance companies and _ investmer! 
companies originated 18.7% of all vol- 
ume on those dates, or roughly 25% 
of volume with member transactions 
eliminated. Banks were the _larges! 
source by far with 588,000 shares, fol: 
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lowed by mutual funds with 203,000, 
closed end investment companies with 
88,000, and insurance companies 92,- 
000 shares. The principal geographical 
sources of this institutional business 
were, respectively; the Middle Atlantic, 
East North Central and New England 
States, with the Pacific Coast in fourth 
place. 












st ™§ Pension Trusts Favor Equities 




















nest” 
al 7 The growing place of common stocks 
1omicf in pension and profit sharing trusts, 
mple,f once the nearly exclusive domain of debt 
gence securities, is emphasized by a recent sur- 
s andy vey of 45 funds totalling over $226 mil- 
cycle lion, of which 70% own common stocks 
yanies in some degree and four hold 35% or 
tment More in this category. This survey of 
rela. self-invested funds was prepared by the 
's not Employee Benefit Plan Review and in- 
cluded some of the most prominent 
American corporations, among them the 
following, each with $10 million or more 
in assets: Johns-Manville Corp., $29,- 
ist off 971,416; Endicott Johnson Corp., $29,- 
often-§ 022,543; Columbia Gas System, Inc., 
s have’ $22,137,543; Dow Chemical Co., $15,- 
rusteeR 314,198; Kennecott Copper Co., $13,- 
z cal-§ 246,000; McKesson & Robbins, Inc., 






f busi- 
il and 
recent 
prove: 
> past 
relieve 
n this 





$12,431,473; Douglas Aircraft Co., $11,- 
935,000, and American Sugar Refining 
Co., $10,486,723. 


Reference to the table below shows 
that half of the funds which invest in 
common stocks limit their position to 
less than 20% The survey makes the 
observation that common stocks, with 
their higher dividends, raises the fund 
return above 3.36%, the 1953 average 
investment yield — before taxes — of 
United States life companies, only when 
their ratio exceeds 15% of total assets. 
Of the 24 funds with less than this per- 
centage only five bettered the 3.36% 
earnings norm. 
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pal Finance Officers Association. In a 
recent address to this Association in 
San Francisco, Disque D. Deane of 
Union Securities Corporation, New 
York City, calculated that, at this rate 
of growth, 1970 would show total assets 
of some $44 billion. 


Important as this large capital aggre- 
gate is, the fact that there is a strong 
trend to investment liberalization, as 
compared with restricted investment in 
Government or state and municipal 
obligations, is of even greater signifi- 
cance. That this force is already at work 
is proven by the survey cited, which 


Government 


Municipal 


Railroad 


shows average composition of portfolios 
at 56% in Governments, 14% in state 
and municipals, with 8% in mortgages 
and miscellaneous. The corporation 
bond section stands at 22%, by reduc- 
tion of state and municipal holdings, as 
compared with a similar check made in 
1952 by the Union Securities Corpora- 
tion. While these two surveys are not 
entirely comparable, the changes do 
indicate a trend which is substantiated 
by the assertion that “it would appear 
that the funds which cannot legally pur- 
chase corporate bonds are in the minor- 
ity.” These funds should also prove 


Public Utility and 
Industrial Bonds 


Equipment Trust 


Certificates 


Investment 
Stocks 


Knowledge, Experience, Facilities for Investors 


R. W. Pressprich & Co. 


Members New York Stock Exchange 
48 Wall Street, New York 5, N. Y. 


BosTON 
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PREFERRED DIVIDEND 
A regular quarterly dividend of $1.06 per 
share on the cumulative preferred stock, 
414% Series, and of $1.1875 per share on 
the cumulative preferred stock, 434% 
Series, of this Company has been de- 
clared, payable June 1, 1954, to stock- 
holders of record at the close of business 
May 14, 1954. 

COMMON DIVIDEND No. 72 

A quarterly cash dividend of 30¢ per share 
on the common stock of this Company, 
has been declared, payable June 10, 
1954, to stockholders of record at the 
close of business May 14, 1954. 

W. W. WHITNELL, 
May 4, 1954 Secretary 


NATIONAL CYLINDER 
GAS COMPANY 







YALE & TOWNE 


DECLARES 
265th DIVIDEND 


wal \"\ 
==—— 5 50¢ PER SHARE 


On May 27, 1954, 
dividend No. 265 of 
fifty cents (50¢) per 
share was declared 

\ by the Board of Di- 
rectors out of past 
earnings, payable on 
July 1, 1954, to stock- 
holders of record at 
the close of business 
June II, 1954. 


F. DUNNING 


Executive Vice-President 
and Secretary 


THE YALE & TOWNE MFG. CO. 


Cash dividends paid in every year since 1899 


INTERNATIONAL 
SHOE 
COMPANY 


St. Louis 


173Rr° 


CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ per 
share payable on July 1, 1954 
to stockholders of record at the 
close of business June 15, 1954, 
was declared by the Board of 
Directors. 

ANDREW W. JOHNSON 


Vice-President and Treasurer 


June 1, 1954 
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excellent outlets for large amounts of 
high-grade tax-exempt revenue bonds. 


In the matter of maturities, the trend 
in pension fund portfolios runs to 
shorter terms than in life companies, 
with 104 funds showing 6% under five 
years, 10% under ten years, 29% less 
than 15 years and 48% less than 20 
years. Analysis of investment return of 
95 funds gave a 2.84% average and 
only 28 of 117 funds earned 3% or 
more, thus indicating the need for meet- 
ing the deficiency where a rate of 3% 
is prescribed. 


While preferred and common stocks 
are permissible for a small number of 
funds, they may at some future time be- 
come more accepted. Investment liberal- 
ization may likewise fiid expression in 
private placements, real estate opera- 
tions and mortgage transactions. In any 
event, it is evident that there is a real 
need for participation of trained in- 
vestment specialists in the management 
of these large and growing capital 
sources, whose importance is accented 
by the statement that their net new 
money in 1953 was sufficient to absorb 
all the $681 million publicly offered 
long term public utility bonds with AA 
or better rating or 50% of all publicly 
offered long term corporate bonds rated 
A or better. 


EnoucH INVENTORY REDUCTION? 


In considering the important element 
of inventory reduction during the cur- 
rent readjustment period, The Guaranty 
Survey, published by the Guaranty 
Trust Co. of New York, comments in 
its June issue that comparison of in- 
ventory figures at all levels after eight 
months of decline in 1949 and now 
indicate that recent percentage reduc- 
tions have lagged behind the earlier pe- 
riod. The Survey makes the point that 
the apparent lesser response may be due 
to the fact that 1949 prices eased about 
5% while they have held firm here, 
so that it is entirely possible, in their 
opinion, that “the percentage reduction 
in inventories in real terms has been as 
great and perhaps even greater this 
time. At least it is not self-evident that 
the reverse is true.” 


DOW JONES AVERAGES 


JUNE 1 May3 JUNE1 

1954 1954 1953 
30 Industrials 328.67 319.35 268.40 
20 Railroads 110.39 105.03 102.82 


15 Utilities 58.03 56.35 50.32 
65 Stocks 122.71 118.52 105.29 


Financial Analysts Meet 


Members of the National Federation 
of Financial Analysts Societies surveyed 
a wide range of subjects in an active 
four-day convention in Chicago during 
May, supplemented by field trips to 
some of the key industries in the area, 


The conferees heard a_ prediction 
from Edward Holsten, partner of Salo- 
mon Bros. & Hutzler, New York City, 
of no change in ruling easy money 
rates for the balance of this year. Rates 
for the coming months will be more 
affected by demand than supply, be- 
cause all indications point to a slight 
excess of available funds. Demands from 
mortgage and municipal sources prom. 
ise to continue relatively unchanged but 
industrial needs should be lower. Mr. 
Holsten looked for Treasury financing 
of some $10 billion before the year end. 


An examination of the forces which 
have brought about the widespread use 
of equities in accounts traditionally 
wedded to debt securities was presented 
by Bascom H. Torrance, vice president, 





= THE COLUMBIA 
*= | GAS SYSTEM, INC. 


The Board of Directors has declared this day 
the following quarterly dividend: 


Common Stock 
No. 80, 20¢ per share 
payable on August 14, 1954, to holders of 
record at close of business July 20, 1954. 


Dare Parker 
Secretary 


June 3, 1954 












INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 
20 North Wacker Drive, Chicago 6 


* 
QUARTERLY DIVIDENDS 


4% Cumulative Preferred Stock 
49th Consecutive Regular 
Quarterly Dividend of 
One Dollar ($1.00) per Share 
$5.00 Par Value Common Stock 
Forty Cents (40¢) per Share 
Declared—May 27, 1954 
Record Date—June 18, 1954 
Payment Date—June 30, 1954 
A. R. Cahill 
Vice President and Treasurer 
* 


Phosphate @ Potash @ Plant Foods 
Chemicals @ Industrial Minerals 
Amino Products 
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WELLINGTON 


_ <> FUND d 


98th Consecutive 
Quarterly Dividend 


20c a share from net invest- 
ment incone, payable June 
30 to stock of record June 
11, 1954. 


WALTER L. MORGAN, President 





Dividend Notice 


MIDDLE SOUTH UTILITIES, Inc. 


The Board of Directors has this day 
declared a dividend of 35¢ per 
share on the Common Stock, pay- 
able July 1, 1954, to stockholders 
of record at the close of business 
June 10, 1954. 


New York 6, N. Y. 
May 28, 1954. 


She Middle Louth 


A World Of 
Opportunity 


H. F. SANDERS, 
Treasurer 


Utility service by tax-paying, 
publicly-regulated companies 
made this dividend possible. 


j) CHEMICALS 


=| Texrizes | 
IZ 
| PLASTICS € 


CELANESE 


CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N.Y. 





HE Board of Directors has this day 
declared the following dividends: 


44%2% PREFERRED STOCK,SERIES A 


The regular quarterly dividend for 
the current quarter of $1.12 per 
share, payable July 1, 1954, to 
holders of record at the close of busi- 
ness June 7, 1954. 


7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current ey of $1.75 per share, 
payable July 1, 1954, to holders 
of record at the close of business 
June 7, 1954. 


COMMON STOCK 


2 12% cents per share payable June 
24, 1954, to holders of record at the 
close of business June 7, 1954. 


R. O. GILBERT 
Secretary 


May 25, 1954. 





June 1954 


City Bank Farmers Trust Co., New York 
City. He also touched upon stocks as a 
hedge against inflationary forces and 
concluded that, while there was no dem- 
onstrable evidence of direct relation- 
ship, the growth factor in the economy 
did offer some protection to the investor. 
In respect to formula investment plans, 
he felt that we must first continue to 
seek ever surer methods of selection but 
he concluded that some plan is clearly 
better than no plan at all; so long as 
adapted to the stated objective. Mr. 
Torrance urged that historical perspec- 
tive form a part of common stock in- 
vestment approach, regarding them as 
necessary instruments for financing the 
economy but as an integral part of and 
not insulated against it. 


In the forum devoted to Institutional 
Investing, the investment philosophies 
of life and fire and casualty insurance 
companies were ably set forth by Robert 
B. Patrick, vice president, Bankers Life 
Co., Des Moines, and Fred H. Merrill, 
vice president, Firemen’s Fund Insur- 
ance Co., San Francisco. The third part 
of this section was an exposition of 
pension fund investment practices by 
Paul I. Wren, vice president, Old Colony 
Trust Co., Boston, who reviewed the 
influence of this medium upon invest- 
ment markets, notably in the narrowed 
spread between Government and high 
grade corporates as well as in the top 
bracket stock group. The relatively con- 
stant cash flow of contributions and the 
tax exempt status are features which 
remove some of the problems met in 
handling the personal closed account 
but Mr. Wren stressed that the pension 
fund investor must not become lulled 
into a false sense of security that noth- 
ing untoward can occur to cramp his 
position. He must make a study of prob- 
able cash flow and gauge the maturity 
schedule and proportion of equity com- 
mitment accordingly. Stocks, said Mr. 
Wren, are now generally accepted in 
these portfolios and a 25% ratio is 
today more frequent than formerly, 
with the trend still upward. He esti- 
mated the actual common stock invest- 
ment in the past year between $250- 
$400 million. 


The concluding session was a dis- 
cussion and appraisal of the business 
outlook by some of our outstanding 
economists, the consensus of which was 
to the effect that, barring foreign com- 
plications, the prospect was for further 
gradual orderly progress in solution of 
existing problems, without likelihood 
of actual deterioration. 
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UTILITIES 
COMPANY 


DIVIDEND NOTICE 


The Board of Directors today 
declared a dividend of 52 cents 
per share on the Common Stock 
of the Company, payable July 
1, 1954 to stockholders of 
record at the close of business 
June 1, 1954, 
D. W. JACK 
Secretary 
May 21, 1954. 


UNITED FRUIT 


220th 


Consecutive 
Quarterly Dividend 


A dividend of seventy-five cents 
per share on the capital stock of 
this ‘Company has been declared 
payable July 15, 1954, to stock- 
holders of record June 11, 1954. 


EMERY N. LEONARD 
Secretary and Treasurer 
Boston, Mass., May 17, 1954 





Southern California 
Edison Company 


DIVIDENDS 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 180 


CUMULATIVE PREFERRED STOCK 
4.32% SERIES 
DIVIDEND NO. 29 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

50 cents per share on Orig- 
inal Preferred Stock; 

27 cents per share on Cumu- 
lative Preferred Stock, 4.32% 
Series. 

The above dividends are pay- 
able June 30, 1954 to stock- 
holders of record June 5, 1954. 
Checks will be mailed from the 
Company's office in Los An- 
geles, June 30, 1954, 


P. C, HALE, Treasurer 
May 21, 1954 
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both from the same 





HORSSTIRSs 


PAT ity 


Room Air Conditioner / 


Cus single factor in the surge 
of air conditioning into a year- 
round business has been the perfec- 
tion by Philco of a practical way to 
apply what is known as “reverse cycle” 
refrigeration in a single-room unit. 


“Reverse cycle” means reversing the 
flow of the refrigerant so that the 
same unit delivers either heat or cold 
as required. 


Ordinarily a room air conditioner 
absorbs heat from air inside the room 
(thereby cooling it), and releases this 
heated air outdoors. Air conditioning 
engineers had known for years that 
if they could reverse the flow of the 
refrigerant, the unit would absorb heat 
from outdoor air (even in freezing 
weather), and release this heated air 
indoors. 


But no one had been able to work 
out the problem in a single-room unit. 


ANOTHER FIRST FROM - H LC O 


The solution depended upon the 
development of a system that would 
withstand the strain of constant 
reversing, without failure. 


Philco engineers worked more than 
three years on this problem. They even 
designed an automatic machine to test 
valves at an accelerated rate. Finally, 
they evolved a valve that worked 
freely and faithfully for more than 
100,000 cycles — equivalent to 133 
years of use. 


Thus was born, from Philco Labor- 
atories, the first air conditioner that 
heats the same size room it cools, and 
heats as fast as it cools. 


This new development, coupled 
with Philco’s superior system for 
wringing moisture out of air and 
replacing stale air continuously with 
fresh, filtered air, now provides com- 
plete year-round comfort from coast 


to coast in areas not dependent on 
central heating. 


And in other parts of the country, it 
now makes comfort possible for the 
first time on chilly days of spring and 
fall, without need for central heating. 


It is this kind of fundamental 
development that has made Philco the 


leader in Room Air Conditioning for . 


17 straight years. It typifies the inte- 
gration of Research and Application 
that is responsible for Philco’s domi- 
nant position in other industries, as 
well—Television ... Radio... Electric 
Ranges . . . and Refrigeration. 


And the end is not in sight! 
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Painting by Marshall Johnson in collection of State Street Trust Co., Boston 


“__ The advanced mechanization of 
machine tools that is today being 
brought about in the mass-production 
industries of this country ***** will 
in all probability have considerably 
more impact on manufacturing meth- 
ods during the next ten years than 
electronics, and we should not forget 
this fact for one minute.’’* 


OU DON’T LIKE THEM! YOU WON’T 
speculate with your clients’ funds! 


They are cyclical stocks! The business 


is feast or famine! If these are your 
reactions to mention of machine tool 
stocks for investment, you are a normal 
custodian of other people’s funds. 


Being conventional has advantages, 
among which not the least is the diff- 
culty of a judge in deciding to sur- 
charge a trustee who does what almost 
every other trustee did at a particular 
time in the past. Nevertheless, change 
must come if funds administered by 
trustees are to continue to support trus- 
tees. In a rapidly changing economy, 
trust investment thinking cannot stand 
still, Canal bonds are not the prime 
vehicles for investment they were in the 
19th century and electric light and 
power stocks are no longer radical spec- 
ulations, scorned as they were by trus- 


tees of the early 1920's. 


Is the machine tool industry a cycli- 
cal non-growth industry? Are all com- 
panies in this industry cyclical non- 
growth companies? Has permanent in- 
vestment in machine tool company equi- 
ties over the years been unprofitable in 
terms of capital and income results? 
Will the next ten years be an up and 
down period for these companies, or a 
decade of unusual growth? Securing the 
correct answers to these questions could 
be valuable, so let’s try to find the 
answers, 





*Harvard Business Review, November-December 
1953 “Automation—the New Technology” by John 
Diebold, Business Consultant and author of the 
book, Automation — the Advent of the Automatic 
Factory. 


JunE 1954, 


Frederick V. Geier. President of Cin- 
cinnati Milling Machine Co., is with- 
out question the best qualified man for 
an informed answer. Before the New 


York Society of Security Analysts on 
December 8th, 1952, he said: 


“Since machine tools achieved rec- 
ognition as an industry, shipments 
have risen from $18 million in 1901 
to $300 million, the so-called de- 
pressed level following World War II. 
This sixteen-fold increase in peace- 
time sales and forty-fold growth in 
plant capacity in 45 years looks more 
like the growth of youth than ma- 
turity. Machine tool volume has nat- 
urally reflected the ebb and flow of 
business in general, but it is interest- 
ing to note how the growth trend has 
offset this. The 1907 high was sur- 
passed three years later, the 1929 
peak was topped by peace-time 1937, 
which in turn has been exceeded by 
every peace-time year since World 
War II. The 1918 war-time high was 
exceeded in 1940, and the 1952 de- 
fense year volume is only about 10% 
under the World War II all-out peak. 
This pattern of growth for the indus- 
try as a whole appears to have been 
overlooked by those who view the 
industry as highly cyclical. 


“Those who take this view seem to 
overlook the*emergency nature of the 
build-up from the $200 million peace- 
time peak of 1939 to the 1942 war- 
time peak of $1,320 million. They 
seem to focus on the drop from that 
war-time peak to the $300 million 
level of 1946-1950. It should be borne 
in mind that peak output was attained 
in part by plant expansion and by 
round-the clock working schedules, 
and in part by large-scale sub-con- 
tracting of parts, units, and com- 


pleted machines. Thus, to emphasize. 


the severity of the postwar drop is 
to ignore the great volume of war- 
time sub-contracting and the fact that 
the machine tool builders own plant 
capacity was much less. In fact, some 
plants withdrew from the field after 
VJ-Day, and an early-postwar survey 
indicated normal industry capacity at 
about $600 million. The success of 


DYNAMICS OF INDUSTRY 


—_—__—_-—____ 
MACHINE 
TOOLS 


OFFER INVESTMENT 
ATTRACTION 


NORVIN R. GREENE 


machine tool builders in providing a 
great volume for war-time needs is a 
tribute to their resourcefulness rather 
than a mark of the instability of the 
industry. It is more pertinent to com- 
pare the $300 million postwar level 
with the prewar peak of $195 million, 
or the level regarded as prewar nor- 
mal of $160 million. 


“The industry is often described 
as though inherently unstable. On 
the contrary, its ups and downs were 
imposed upon it by the unwise or 
shortsighted actions of others. Three 
times America’s neglect of national 
defense has pyramided needs for ma- 
chine tools, forcing the industry to 
hasty expansion and heroic measures 
to meet the emergency. This has dis- 
located the normal growth of the 
industry and impaired its postwar 
business over a number of years. This 
is not expected to recur because the 
nation now realizes the necessity to 
preserve its defense resources. 


“These ups and downs may have 
been trying to machine tool people, 
but it is just possible that these diffi- 
culties have contributed to the re- 





A graduate of Williams College, the author 
worked in Wall Street banking and invest- 
ment circles for several years before becom- 
ing a partner with his brother in the invest- 
ment advisory firm of Lancaster and Norvin 
Greene in 1928. He has written extensively 
on financial and investment topics. 
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sourcefulness and staying power of 
machine tool managements. 


“There is a new trend in the world, 
linked closely with machine tools. 
Governments everywhere are vitally 
concerned with the social and eco- 
nomic life of their people. How can 
their countries become more produc- 
tive, how can living standards be 
improved? They are striving to in- 
dustrialize, and this means mechan- 
ization, productive equipment, and 
machine tools, the foundation of both. 
In consequence, recent years have 
seen a widespread growth in machine 
tool usage and manufacture with 
broadened competition and markets. 
Given an insistent world-wide demand 
for improved living standards, the 
machine tool has an important role 
to play.” 


Industry Study Imperative 


Now don’t rush out and buy a bushel 
of any and all machine tool company 
stocks. Machine tools are an industry 
only in the same sense that elephants 
and earthworms are both animals. In 
fact, machine tools differ as much in 
power, weight, intelligence, and versa- 
tility as elephants differ from earth- 
worms, They serve varied purposes and 
segments of industrial markets, in con- 
sequence, over-all statistics and general 
statements can be misleading. One com- 








Lhe Benefits 


of the collective knowledge 
of our specialists in every 
phase of Delaware estate 
settlement and trust 
administration are 


available. 


We will be glad to be of service 


to you and your customers. 


EQUITABLE SECURITY 
TRUST COMPANY 


Main office: 901 Market Street 


Wilmington, Delaware 


Member Federal Deposit Insurance Corporation 
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Photo from Cincinnati Milling Machine Co. 


Tunnel-type Broaching Unit, 159 ft. long, has productive capacity of 133 automobile cylinder 
blocks per hour. 


pany may be laying off employees when 
another, generally regarded as compe- 
titive, is trying to add people. One firm 
may be offering delivery from stock 
while their competitor is sold out for 
months ahead. The demand for one type 
of machine tool in one segment of the 
economy may be good while another 
may be dull. 


Some machine tool companies have 
made their owners’ families multi-mil- 
lionaires over a period of years. This 
doesn’t sound like an altogether unde- 
sirable field for the professional investor 
to explore. Let’s take briefly the record 
of one company which today ‘qualifies 
on every count for trustee investment. 


It began in 1874 by making machine 
screws and taps, developed a milling 
machine, and then devoted 35 years to 
win first place in that field. Then it 
gave up its long-cherished policy of spe- 
cialization and successively took up 


grinding machines, broaching machines, 
automatic profiling and _ die-sinking 
machines, and other specialties to be- 
come the world’s largest producer of 
machine tools. In recent years, it has 
entered the field of economy-priced 
lathes and drills, selective surface-hard- 
ening machines, metal forming ma- 
chines, cutting fluids, precision grind- 
ing wheels, and chemicals. It has a 
British machine tool plant, a British 
metal press plant, a British foundry, 
and is building a plant in The Nether- 
lands. 


From its start in a rented loft, it has 
grown to 385 acres and 2.1 million 
square feet of modern floor space. Its 
working capital is $45 million. Twelve 
new types of machines and 65 new 
models have been brought out, $35 
million in bonuses and profit sharing 
dividends paid to employees, and over 
$125 million in Federal taxes. In the 


Complete Trust Service 


Now merged with the 


Union Trust Company of Indianapolis 


The Indiana National Bank 


OF INDIANAPOLIS 


Since 1834 
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seven years since public offering of 
shares and listing on the New York 
Stock Exchange, $15 million has been 
paid in dividends. 


What is the Machine Tool Outlook 
for the Next 5 to 10 Years? 


First, there is a greater predictability 
of a hugely expanding United States 
economy in the next ten years than ever 
before. Very briefly some of the reasons 
are: 


1) A population increase forecast of 
17-20 million persons. 


2) Greater emphasis on research and 
development of new products. 


3) A better educated people. The per- 
centage of high school and college grad- 
uates has increased by leaps and bounds 
in the past 20 years. In the past 10 
years alone college and university en- 
rollment has increased 75%. 


4) Corporation organization better 
designed to secure progress. Manage- 
ment techniques and skills have vastly 
improved and continue to improve. In- 
creased use of more and more efficient 
machine tools will continue to lower 
costs and prices. 


5) Financial strength of our corpo- 
rations provides ample ability to finance 
new developments. 


6) Nuclear fission and its by-prod- 
ucts provide the means of cutting pro- 
duction costs, bettering quality and cre- 
ating new products. This new stimulus 
to our over-all economy may prove the 
most dynamic factor of this century. 


The leaders of U. S. industry are plan- 
ning for huge growth in the coming 
decade; should interruptions in pro- 
gress come, they will be temporary. 


With this background, what of the 
machine tool industry which is the heart 
of the productivity of our economy? If 
we are to move ahead on a broad front, 
machine tools must be in the van. Births 


Complete facilities for handling your 
Banking and Fiduciary Business 


promptly and effectively. 


Te FIFTH THIRD [JNION TRUST <> 


CINCINNATI, OHIO 





June 1954 





Member Federal Reserve System —- Member Federal Deposit Insurance Corporation 


in the depression 1930’s were low, there- 
fore, new workers in the next ten years 
will be limited in number. It has been 
estimated the work force (18 years old 
to age 65) of the country cannot grow 
by more than 3 million persons in the 
next decade. So a small increase in this 
work force must somehow support a 
total population increase of up to 20 
million persons. It can be done only by 
greater and greater mechanization and 
the pressure on the machine industry 
to create new labor saving devices will 
be the greatest ever experienced. 


New Depreciation Rules 
Could Spur Modernization 


What about incentives? The number 
one plank of the new tax program now 
before Congress is greater depreciation 
allowance on capital goods, It would 
permit industry to double present de- 
preciation rates (using a declining bal- 
ance method) in early years follow- 
ing acquisition of new capital assets. 


Were the Bureau of Internal Revenue 
regulations on depreciation allowances 
on machine tools realistic, this new pro- 
posed law would have a pronounced 
effect on replacement of old machine 
tools with new design cost-cutting ma- 
chines. Since 1934, Treasury schedules 
have been most unrealistic, requiring 
depreciation of machine tools over a 
20-25 year period when the economi- 
cally useful life of a machine tool is 
today less than 10 years. The Treasury 
realizes that its regulations are anti- 
quated and must be changed to make 
the new depreciation law effective, so 
far as machine tools are concerned, and 
Treasury officials have indicated that 
this problem will receive careful consid- 
eration. Because failure to make the 
necessary administrative changes would 
constitute an effective roadblock to full 
employment and rising standards of liv- 
ing, you may count on the changes be- 



















ing made either this year or next. This 
would happen even if the administra- 
tion in Washington had been Demo- 
cratic. Congressional Committees and 
the Treasury under former President 
Truman had made extensive study of 
our depreciation laws and Treasury reg- 
ulations, and were already at the point 
of creating more flexible depreciation 
in the interest of providing more jobs © 
and an improved standard of living. 
Secretary of Treasury Humphries in 
language of eloquent simplicity states 
the need as follows: 


“To have real prosperity in Amer- 
ica, we cannot stimulate consumer 
buying alone. Large tax cuts to mil- 
lions of individuals just to buy con- 
sumer goods is not enough. Millions 
of people in this country earn their 
living making heavy things — big 
lathes, generators, heavy steel and 
machinery that consumers do not buy. 
Such things are purchased by invest- 
ors. Our tax program not only returns 
billions of dollars to consumers but 
also seeks to stimulate the investment 
fo savings to buy the products of 
heavy industry — in the production 
of which so many millions of Amer- 
icans get their livelihood. ... 


“Nothing can so add to our national 
strength and preparedness as mod- 
ernization of the whole industrial 
plant in America. There is nothing 
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that can make more sure more jobs 
at which millions of people can earn 
high wages by producing more and 
better goods at less cost.” 
The Secretary also pointed out that, 
while the bill is basically a long over- 
due measure of tax reform, “it can 
help greatly the current economic trans- 
ition” by giving a go-ahead signal on 
business projects around the country 
waiting for clarification of tax legisla- 
tion. 


Expansion Plus Obsolescence 
Spells Volume 


In an expanding economy, new man- 
ufacturing plants are constantly going 
up. Most of them will require and will 
be equipped with the newest and most 
productive machine tools. However, a 
still bigger field lies in obsolete ma- 
chines now in plants. It has been esti- 
mated by Tell Berna of the National 
Machine Tool Builders’ Association 


that there are one and one quarter 
million of these antiquated machines in 
use, that could be replaced with ma- 
chines 44 more productive. It is cost- 
ing our economy an estimated $1.5 
billion yearly on this score alone. Mere- 
ly to replace the outdated 55% of our 


machines would take more than 10 
years of capacity operations for the 
industry. Present capacity without sub- 
contracting is estimated at $750 million 
annual output. It would cost our coun- 
try, therefore, in the coming ten years 
$15 billion not to replace these obsolete 
tools. 


Despite great cost reduction pressures 


and depreciation incentives some obso- 
lete tools will not be replaced. However, 
if we make any reasonable estimate of 
machines required for new factory 
space in the next ten years, it becomes 
apparent that additional capacity in the 
machine tool industry will become a 
must. 


It may be helpful in judging future 
demand for machine tools to list some 
of the major fields of use. Number one 
customer is the automobile industry, 
second airplanes, third jet engines, 
fourth anti-friction-bearings, and _per- 
haps fifth electrical equipment and ap- 
pliances. And that doesn’t include 
guided missiles which are just begin- 
ning to be put into quantity production, 
requiring development of a whole new 
group of machine tools. For the motor 
industry and particularly for the air- 
plane industry the need for develop- 
ing new design machine tools to elimi- 
nate costly labor is great, and many 
of these machines run into large dollar 
volume. One tunnel broaching machine 
to machine automobile cylinder heads 
costs $260,000, while one machine for 
milling the skin surface of a new type 
aircraft wing costs $500,000. 


Perhaps at this point you will want to 
know why anyone pays so much for 
one machine. Let’s consider the $260,- 
000 broaching machine. Forty years 
ago, the four flat surfaces of the cyl- 
inder head were machined at a rate 
which required 162 machines and op- 
erators to produce 108 pieces per hour. 
Investment was $243,000 and direct 
wage cost was 40c. Seven years ago six 
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improved machines had brought labor 
costs down to 20c. Today the battery 
of machines is outproduced by one new 
machine. New investment is $260,000 
and direct wage cost is under 4c. For 
about the same number of dollars in- 
vestment (ignoring the declining value 
of the dollar) the direct operation cost 
has dropped from 40c to 4c. 


Well, if despite your skepticism you 
are still reading, you might conclude 
that there has been growth and there 
will be even greater growth in the 
machine tool industry. You may decide 
to examine a few of the leading com- 
panies. Before you do so, consider that 
this is a long range approach to the 
machine tool industry because the long 
range is what counts in making invest- 
ments, 


Widely Held Current Fears 
About the Industry 


Let’s have a brief look at the cur. 
rent widely prevalent fears about the 
industry. 


First, will not use of new labor sav- 
ing machine tools be resisted by unions? 
Observation and questioning of many 
manufacturing executives convinces us 
that Herbert White, president of Cleve- 
land Hardware and Forging Company, 
is right when he says, “Unions and their 
leaders can be persuaded of the desir- 
ability of new, more efficient machines 
even though they cut down on labor.” 
Mr. White goes on to say “the basis of 
our story to labor is that a hundred 
years ago machines did but a third of 
the work; today machines do 95% of 
it. But today labor earns ten times 
what it did in 1854 and does it in a 
forty-hour week instead of seventy.” We 
do not view union resistance to installa- 
tion of cost cutting machine tools as a 
significant obstacle to their purchase 
and use, because more and more union 
leaders are learning that workers’ earn- 
ings rise with production efficiency. 


Second, what about an invasion of 
the American market for machine tools 
by German, Swiss, British and other 
European manufacturers? In 1946 di- 
rectly following World War II foreign 
importations were of course negligible. 
With rehabilitation of European econ- 
omies United States imports have risen 
to $50 million in 1953. This compares 
with our own production in 1953 
amounting to $1.1 billion. The major 
machine tool makers live with their 
customers week in and week out. Their 
engineers are constantly made aware of 
clients’ problems. Not only does this 
mean close-at-hand expert help in mak- 
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Safeway, the world’s second largest retail 
food concern, set a new record for sales and nearly doubled 
1952 earnings in this first post-war year of normal 
competitive business conditions. 


NET SALES TOP 1952 
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Excellent employee relations were maintained all year 


Liberal group insurance, retirement and profit:sharing 


EARNINGS AND DIVIDENDS 


programs are available to all employees 


Here’s How Each $100 of Safeway’s Income 
Was Used 
in 1952 


in 1953 
————_ Paid out to Farmers and other Suppliers 


$84.70 of Goods and Expended for Manufac- $85.85 


turing and Warehousing 

7.41 Paid out in Salaries, Wages and Bonuses 7.44 
Paid out for Operating Supplies and 

4.88 other Expenses 4.41 


Paid out for Local, State and Federal 
1.41 Pod 1.12 


71 Set aside to cover Depreciation -69 
283 Profit for Stockholders and Surplus 45 


Paid out as Compensation to Elected 
.06 Officers -04 


rrent liabilities was 1.64 to 1 


SAFEWAY STORES, 


ce INCORPORATED 
10 Year Comparative Record of Safeway Stores, | 


Incorporated and all Subsidiaries Consolidated ‘ ~ f 


: Net Assets Book value Dividends Pd. Net Earnings 

Capital Per Share of Per Share of Per Share of Per Share of 
and Surplus Preferred Common Common Common 
Stock Stock* Stock* Stock* 


- $ 62,564,498 $299 $16.40 $1.00 $1.63 LIBRARIAN, SAFEWAY STORES, INCORPORATED 
63,604,685 311 16.97 1.00 1.59 P. O. Box 660, Oakland 4, California 
iat yo yn “oe Dees Please send copy of your 1953 Annual Report 
81,972,829 428 24.44 1.00 3.50 
91,236,990 488 28.22 1.25 5.04 i, AEP SOE POEL AT 
115,215,274 371 29.76 2.40 5.20 
? 113,821,747 377 29.58 2.40 2.26 STREET 
. . 132,273,480 266 29.03 2.40 2.01 ees 
138,196,700 335 31.23 2.40 4.31 city ZONE STATE 


*Number of shares adjusted to reflect April 12, 1945 3-for-1 split. 





ing the product perform perfectly. It 
also results in development of adapta- 
tions of machine tools and creation of 
new designs to meet more efficiently 
constantly changing needs of users. Na- 
tionwide engineering sales offices of do- 
mestic companies are not easily dupli- 
cated by a foreign concern with limited 
current sales and relatively few ma- 
chines in operation here. We cannot 
view foreign invasion of our markets 
with alarm. 


Third, might not the United States 
Government as the largest single owner 
of machine tools decide, as in the period 
1946-1949, to sell at low prices-its in- 
ventory to any and all comers. The post 
World War II policy of indiscriminate 
selling of government tools for a frac- 
tion of cost produced results unpala- 
table to Washington as well as to the 
industry. It seems unlikely to be re- 
peated. Development of new and more 
efficient designs’ by a healthy industry 
was seriously impeded and to compete 
with Russia, it has become obvious we 
cannot permit stagnation of our pro- 
duction machinery. Fu-thermore, when 
Korea unexpectedly erupted we were 
unable to put to work the inventory of 
tools we had because they were stored 
in central depots, and it took many 
vitally important months to dig out, 
transport and assemble them. Important 
missing key machines had to be built 
in some cases to permit productive 
functioning of those already assembled. 
Washington’s thinking now appears to 
be that it is wiser to store all machine 


IN CALIFORNIA 


tools for a particu- 
lar production job 
in one warehouse or 
idle plant, even at 
higher rental costs. 
Machine tool build-’ 
ers, anxious to ward 
off even theoretical 
threats, cry loudly 
about the danger of 
sale of government 
machines. Crying 
may be desirable 
but realistic invest- 
ors should not be 
misled by it into un- 
realistic conclusions. 


Finally, we shall 
take up the most 
wide - spread fear. 
Regardless of the 
brilliant long term future of the industry, 
is this the time to acquire any machine 
tool company shares? The Korea-in- 
duced huge backlogs of recent years are 
registering sharp declines. Despite the 
largest earnings ever for many machine 
tool companies for 1954, how about 
1955? Shipments for 1955 are not now 
clearly determinable on the basis of 
backlogs. It is normal investor psychol- 
ogy to wait and see, just as it was in the 
steel industry last year when with oper- 
ation at 95% to 100% of capacity, 
70% or lower operations were pre- 
dicted. Bethlehem Steel at 44-34, U. S. 
Steel at 34-52, Armco at 30-5 and Re- 
public Steel at 40-34. Now, with opera- 
tions at 70%, it is difficult to find a 
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Photo from Ex-Cell-O Corporation 


Four-Way machine suitable for boring holes perpendicular to one 
another and for progressive operations. 


major steel stock not selling 50% above 
its 1953 low price. Last year steel stocks 
failed to reflect steel companies’ great 
prosperity. Now that the expect setback 
in business has come, steel stocks have 
not declined. They have advanced. Per- 
haps that suggests that there may be 
virtue in attempting to evaluate 1955 
probabilities now, instead of waitng for 
1955, along with the majority of invest- 
ors. Are there significant indications on 
which to base our judgment? First, the 
machine tool industry normally oper. 
ates on an average 90 day backlog. Cur- 
rent new orders will not set the level 
of 1955 business. It may be late this 
year before one can determine from 
new orders what will be the volume of 
first quarter 1955 deliveries. And even 
that will not tell the story for the full 
year. That can be known definitely only 
as the year unfolds. So don’t accept cur- 
rent new orders running at the rate of 
$600 million or less for the industry as 
the shipment level for next year. 


Favorable Prospects for 1955 


How shall we today gauge 1955 pros- 
pects? There are two important consid- 
erations we do well to note. First, auto- 
mobile manufacturers could _ hardly 
afford to shut down production lines 
for one minute during post war years, 
lest a competitor make the sales. Re- 
cently that picture has changed rather 
radically. The new design machine tools 
developed in the past eight years to cut 
production costs for the auto industry 
are now a must. Once your competitor 
slashes his costs through mechanization 
you either buy machines to compete or 
you are on your way out of the automo- 
bile business. The announced programs 
for vast new capital expenditures by 
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General Motors and Chrysler will go 
largely not into new plant but into 
modern cost reducing equipment. As an 
important factor in 1955 machine tool 
business this will be an underlying 
factor of strength. 


Second, and even more important, 
many machine tool user companies are 
withholding placing orders awaiting 
facts of the new tax bill. More flexible 
depreciation provisions can provide the 
impetus (missing since 1934 for most 
users) to scrap obsolete high cost ma- 
chine tools and importantly reduce costs 
with new machine designs. The new 
law, plus realistic Treasury ruling on 
allowable useful machine tool life, will 
provide powerful stimulus to the indus- 
try not for 1955 alone, but for many 
years to come. A new era for the indus- 
try seems likely to be in process of 
birth. 


So what kind of volume of deliveries 
can we realistically look for in 1955? 
Assuming general business conditions 
neither deteriorate badly nor boom from 
current levels, we believe volume of 
1955 deliveries is likely to run up- 
wards of $750 million. This compares 
with a level of $300 million annual sales 
in the depressed late 1940’s with 1953’s 
high level of $1.2 billion and 1954’s 
estimated $900 million to $1 billion. 
With industry sales exceeding $750 
million for 1955, top companies should 
produce earnings that will appear large 
on current share prices. Such earnings 
could support handsome dividends on 
present prices for the stocks. There 
appears to us sufficient evidence on 
which to make an investment decision 
today. One can never be certain about 
the future, especially the near term fu- 
ture. However, with a brilliant long term 
future highly predictable, one can well 
afford to take the risk of temporary set- 
back. After all, waiting for a setback 
which fails to come can be not only 


financially costly but extremely frus- 
trating. 
Nor should one overlook, much as 


we hope it will be unnecessary, the pos- 
sibility of another military action such 
as Korea. This would bring in its wake 
again a rising tide of new business for 
machine tool makers. In this event earn- 
ings could remain at present levels, 
huge in relation to present market prices 
for a number of stocks. 


What Machine Tool Stocks? 


Another study fully as long as this 
one might be written on the differences 
in machine tool companies, naming 
those which have been relatively static 
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1953 Sales 
Company in Millions 


New York Stock Exchange 


Bullard 
Cincinnati Milling 

Machine 
Ex-Cell-O 
Monarch Machine 
National Acme 
Van Norman 


Over-the-Counter 


Brown & Sharpe 
Cross Co. ___.. = 
Farrel Birmingham 
Frome Burt 
Giddings & Lewis 
Ginter was 
Kearney & Trecker 
New Britain Machine _ 
South Bend Lathe 
Works —_..___ a 
Sunstrand Machine oes 
Warner & Swasey 


American Stock Exchange : 
Niles Bement Pond - 


*Not stated, believed about 42. 
**Not stated, estimated about 11. 
Not stated, believed about 10. 


and those with strong growth character- 
istics. Obviously such examination can- 
not be made here but there is shown 
above a list of larger machine tool com- 
panies with 1953 volume of sales. In- 
clusion in this list is in no sense a rec- 
ommendation of any company. Your 
own competent analysis will tell you 
which to acquire and which to avoid. 


Possibly some readers will disagree 
radically with such unconventional in- 
vestment thoughts. Nevertheless, the 


time will come when they will wonder 
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TRUST COMPANY OF WESTERN NEW YORK 


why someone didn’t call their attention 
to the growth characteristics inherent 
in the machine tool industry, where 
there still lies, in the writer’s opinion, 
the opportunity of acquiring certain 
dynamic machine tool stocks for a frac- 
tion of what others will pay for them in 
the next ten years. 
A A A 


Axe Plan 


(Continued from page 555) 


at will with due notice to the bank 
acting as administrator of the program, 
but otherwise than with Axe, the pen- 
alty is severe because of the early de- 
duction of selling costs. 


One other fund, Investment Trust of 
Boston, commenced a plan last Fall, in 
which the acquisition cost of shares is 
deducted proportionately over the life 
of the program similarly to Axe. How- 
ever, insurance is not automatic and 
is therefore somewhat less expensive 
than the present Axe rate. The mini- 
mum payment in this instance is $50 
and programs can be set up for as short 
a period as ten months and a maximum 
of ten years. John Hancock Mutual Life 
Insurance Co. is the insurer of this plan. 
Other companies presently insuring 
such programs are Connecticut General 
Life Insurance Co., United States Life 
Insurance Co., and Continental Assur- 
ance Co. 


Several other mutual funds are 
known to be investigating the possibili- 
ties of buying group creditor life insur- 
ance in connection with their periodic 
investment programs. 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 


YIELDS OF YIELDS OF PRICES,DIVIDENDS, 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 


IN PERCENT . ; IN PERCENT . 90 PRICES AND DIVIDENDS 
($ PER SHARE ) 


PRICES 


3.00 Y 
22s, OF 9/15/72-67 Se eee 


3.25 : . . DIVIDENDS 
<—(YoSCALE) 


3/as, OF 6/15/83-78 
195) 1952 1953 1951 1952 


May Apr. May 
1954 1954 1953 1954 1951-53 1946-50 1941-45 1931-40 1919-1930 
—— End of Month — 1 ——————————————————— Range for Period 


U. S. Government Bond Yields 
8-Year Taxable Treas. 1.60 1.43 2.68 1.98-1.42 2.80-1.68  1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year vad ai nba Te 1.95 1.75 2.80 2.16-1.75 3.00-1.76 1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year - nad a 2.37 2.33 3.02 2.43-2.33 3.16-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
CO EE 2.53 2.46 3.08 2.71-2.45 8.16-2.21 2.48-1.96 2.48-2.03 (a) (a) (a) 
ES EE een 2.53 2.46 3.07 2.72-2.45 8.31-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
I te ctisscichinecnciiiinpeenetitons 2.72 2.69 3.26 2.91-2.68 (b) (b) (b) (b) (b) 
Corporate Bond Yields 
Aaa Rated Long Term —_.....---—_ % 2.91 2.87 8.35 3.11-2.85 3.44-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa a >! —s ee 3.06 3.02 3.43 3.27-2.99 3.52-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A on: t 3.17 3.15 3.62 3.39-3.14 8.69-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 


Baa init 3.47 3.74-3.46 8.90-3.15  3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
Tax Exempt Bond Yields 
Aaa Rated Long Term —__.__ — % 2.17 2.18-2.02 2.73-1.28  1.98-0.90 1.84-0.93 2.81-1.56 (b) (c) 
Aa a - ” —— 2.29 2.32-2.16 2.96-1.87  2.21-1.04 2.11-1.21 3.02-1.78 (b) (ec) 
A ” bis Y z 2.67 ? 2.83-2.61 8.34-1.72  2.64-1.28 2.49-1.49 3.29-2.11(b) (c) 
Baa = a vy 3.19 3.32-3.10 3.79-1.98  3.05-1.57 2.94-1.80 3.71-2.60(b) (c) 
Preferred Stock Yields 
Industrials—High Dividend Series 
Ee anes 3.89 4.22 3.94-3.88 4.24-3.80  4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade — = __-__ 4.83 5.16 4.96-4.83 5.28-4.68  5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
pL ee 3.70 3.71 3.95 3.82-3.67 4.02-8.45 3.92-8.27 (d) (d) (d) (d) 
Medium Grade _.........__.__... 4.09 4.08 4.31 4.27-4.05 4.39-3.80  4.20-3.52(d) (d) (d) (d) 
Utilities—Low Dividend Series 
i 4.02 4.01 4.32 4.14-3.89 4.45-3.77 4.24-3.40 (d) (d) (d) (d) 
on Geeks 4.29 4.29 4.75 4.51-4.27 4.87-4.19 4.65-3.69 (d) (d) (d) (d) 
5. Common Stocks 
125 Industrials—Prices (f) — $92.86 90.76 75.45 92.86-77.81 80.89-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78,06-34.81 (e) 
125 Industrials—Dividends (f) $ 4.47 4.41 4.17 4.47-4.27 4.55-4.13  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (e) 
125 Industrials—Yields % —..... ... % 4.81 4.86 5.52 5.49-4.81 6.84-5.14  17.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (e) 


(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. (d)—Low Dividend Preferred Yield Averages in this series date from 
(b)—U. S. Govt. Bond Yield Averages in this series date from April 15, 1953. Jan. 2, 1946. 
(c)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (e)—125 Industrials Averages date from Jan. 1, 1929. 

(f)—Dollars per share. 


ee st 


TRUSTS AND EsTATES 























































































—— OO — a See ee ee | 
—$- — SS Ss 
eee ets * 55! tS ST 2 Pa ne 
— a ———— | a GET re f if sS= 
3 3334 ’ = : fa 
ty pra) : 
: os r, te 
t 


shdwhade. 


chase eh a hae is 


Dealers 
in M. unicipal 
Bonds 


ma, Get Rae: BR woe eae We NES paisa 8 || 
ie Ops Os Olt 


Tyee, 
SESS ACT bao anaes 


aia 








The Chase offers trust officers and others acting in 


12 


9 fiduciary capacities a well rounded service in this 


32 


type of investment. Inquiries will receive the per- 


sonal attention of experienced officers. 


Bond Department 
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Muruat Trust Investment COMPANY 


New York Pioneers with Central Fund Open to Corporate 


Fiduciaries 


CHARLES W. BUEK 


Vice President, The United States Trust Company of New York; 
Chairman, Mutual Investment Fund Committee, Trust Division, NYSBA 


HE BANK Fipuctary FuNp* Is THE 

first mutual trust investment com- 
pany in America. It is an open end 
mutual fund, to be operated on a non- 
profit basis by a board of bankers. It 
will provide an investment medium for 
banks serving as executor, trustee, 
guardian or committee. 


The portfolio of the mutual fund will 
be limited to legal investments, and in 
many respects it will resemble a legal 
common trust fund. This similarity is 
deliberate, for we intend the Bank Fidu- 
ciary Fund to pick up where the com- 
mon trust fund has left off. 


There are only 19 banks in New 
York State which operate common trust 
funds. That leaves 221 other banks with 
trust powers which have not found it 
feasible to establish common _ trust 
funds. Some banks do not have a sufh- 
cient volume of suitable trusts to just- 
ify the legal and administrative expenses 
involved. Many others with small trust 
departments cannot afford to employ 
any investment personnel, and a com- 
mon trust fund requires full-time invest- 
ment supervision. 


For nine banks out of ten, therefore, 
the common trust fund has not been the 
answer to their investment problem. It 
is for this reason that we have devel- 
oped the Bank Fiduciary Fund. It cre- 
ates an investment pool large enough 
to diversify thoroughly, and large 
enough to obtain expert supervision on 
a non-profit basis at a minimum cost. 
We are confident that this new fund 
will do for many banks what the com- 
mon trust fund has done for a few. 


Departure from Tradition 


The idea of a mutual fund for this 
purpose is so simple that one may 
wonder how two and a half years could 
have been devoted to its development. 


From address before 58th Annual Convention 
of New York State Bankers Association, June 4, 
1954, 





*Organized pursuant to Chapter 619, Laws of 
New York 1954 (see page 374 April T&E). 
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It was apparent from the outset that an 
open end mutual fund would come close 
to solving the problems of small trusts 
and small trust departments. But it was 
equally apparent that it involved a sig- 
nificant deviation from the time-worn 
practices of the trust field. 


There is.surely no other field of en- 
deavor in which a departure from the 
customary way of doing things is under- 
taken with more care or more coordi- 
nation. Our plan has been thoroughly 
coordinated, with bankers and super- 
visory authorities. Those aspects of the 
plan which are without precedent have 
been exhaustively considered, and have 
been found to be both sound and neces- 
sary. , 


The Bank Fiduciary Fund has the 
approval of the Banking Board, the 
Surrogates Association, and leading Bar 
Associations. It has been developed in 
close coordination with Superintendent 
William A. Lyon and his staff and with 
a specially appointed committee of the 
Surrogates Association. We and our 
customers are very fortunate to have in 
these positions of authority in New 
York State today men who have a con- 
sciousness of our problems and a will- 
ingness to solve them when necessary by 
means that are new. 


Delegation of Authority 


Those who have devoted years to the 
administration of trusts will recognize 
in this plan a delegation of authority — 
to a limited extent, perhaps, but none- 
theless delegation. One may wonder 
whether such delegation is proper, and 
whether it could have been avoided. 


In the first place, delegation of au- 
thority, in its undesirable sense, involves 
turning over duty or responsibility to 
someone else whose future conduct one 
cannot control or predict. In the case 
of the Bank Fiduciary Fund, however, 
its conduct can be carefully controlled 
and reliably predicted. Its Board will 
invest only in such securities as are 





legal investments for trustees in New 
York. It will do this in consultation with 
a fully qualified advisory bank in a 
manner carefully regulated by the Su- 
perintendent of Banks. This may still 
be delegation of authority, but it is 
certainly to a very limited degree. 


In the second place, there is a widely 
accepted precedent for delegation in 
the case of the individual co-trustee of 
a trust participating in a common trust 
fund. In order to obtain the benefits 
of pooled investment, the individual 
trustee is permitted to delegate all of 
his investment responsibilities to the 
bank, retaining only the right to with- 
draw from the fund. The fiduciary will 
retain the same right to withdraw from 


the Bank Fiduciary Fund. 


There is another example of delega- 
tion in several other states where the 
purchase of mutual fund shares of the 
usual type is permitted. The record of 
many mutual funds is excellent, but 
their investment policies are certainly 
not comparable to the standards set for 
trustees in New York. Furthermore, 
their expenses, including loading 
charges, are substantially higher than 
those which we anticipate for the Bank 
Fiduciary Fund. 


Small Trusts Inevitable 


The question has often been asked 
of us: Why go to all this trouble to im- 
prove the scope and quality of our 
service, when the small trust business 
is commonly known to be unprofitable 
and therefore, undesirable? Why not 
direct our attention to the larger trusts 
which are worth going after, and for 
which we can do a really good job? 


The Trust Division has not accepted 
the usual reply that small trusts are an 
unavoidable evil. We are attacking the 
words “unprofitable and undesirable.” 
Small trusts are here to stay, and since 
the unmistakable trend is toward smaller 
fortunes, we must equip ourselves to 
handle them. 
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Some banks, employing techniques 
developed over many years, have 
brought their break-even point down to 
a trust of about $50,000. However, a 
recent study in Pennsylvania indicated 
that a trust department handling less 
than $5,000,000 of trust assets could 
not afford to employ investment person- 
nel. These breakeven points will vary 
somewhat from bank to bank, but they 
are hopelessly higher than the wealth 
of the average man and the trust vol- 
ume of the average bank. 


It is evident that something entirely 
new must be done to eliminate this wide 
disparity. The Bank Fiduciary Fund 
will provide a sound investment medi- 
um for small trusts and small trust de- 
partments. We confidently believe that 
it will help to bridge the gap between 
the public’s need for service and our 
present ability to serve. 


A A A 


New York Trust Activities 
Reported 


The accomplishments of the various 
committees of the New York State 
Bankers Association Trust Division 
were reported at the 58th annual con- 
vention of the Association, held at Lake 
Placid, June 4, 1954, by Robert A. 
Jones, Division chairman and vice presi- 
dent of Guaranty Trust Co., New York. 
The Accounting Study Committee, 
headed by Edward C. Geiger, trust 
officer of the Bank of New York, which 
works for simplification and uniformity 
of fiduciary accounting has made sub- 
stantial progress, but has found so many 
different kinds of problems in Surro- 
gates’ Courts, upstate and down, that 
it has now determined on a “watch-dog” 
policy, passing along to the membership 
any good ideas for simplification which 
it can find. A similar task of simplifica- 
tion is under way by the Veterans Ac- 
counting Study Committee, of which 
Wilmot R. Craig, vice president and 
trust officer of Lincoln Rochester Trust 
Co. is chairman. Its objective is to re- 
duce burdens and costs for the many 
banks and trust companies which handle 
these accounts as a public service at the 
request of the courts. 

Chief among the subjects studied by 
the Trust and Estate Law Committee, 
under chairmanship of E. Tinsley Ray, 
trust officer of Grace National Bank, 
New York, are the treatment of stock 
dividends, stock splits, and other stock 
distributions; a model small estates act; 
clarification of the laws affecting com- 
mitteeships of incompetents; and the 
extension to the Surrogates’ Court Act 
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of the principle of virtual representation 
which eliminates the need for special 
guardians in many cases (cf. Article 79 
of the Civil Practice Act). The Commit- 
tee also is cooperating with State and 
City Bar Associations in preparation of 
a memorandum to the Governor’s Tem- 
porary Commission on the Courts, 
which is studying expenses and delays 
in court proceedings. 


The Employees Benefit Committee, 
led by Esmond B. Gardner, vice presi- 
dent of Chase National Bank, has con- 
sidered the New York statute requiring 
union welfare funds to report period- 
ically to the Superintendent of Insur- 
ance (bank administered pension trusts 
are exempt from this requirement), and 
the effect upon employee benefit funds 
of the new Federal Revenue Act. A 
memorandum has been filed with the 
proper Congressional committee. 


Three committees, Mr. Jones reported, 
have happily found no current prob- 
lems: the Common Trust Funds Com- 
mittee led by Harry M. Lyter, personal 
trust officer of Chase National Bank; 
the Committee on Promoting Relations 
with the Bar, composed of all the former 
chairmen of the Division; and the Tri- 
State Committee, consisting of Frank 
W. Burr, personal trust officer of Chase 
National Bank, Robert M. Lovell, vice 
president of Hanover Bank, and William 
T. Haynes, vice president of Marine 
Trust Co. of Western New York and 


former chairman of the Division. 


The Committee on Costs and Com- 
pensation, headed by George C. Bar- 


TRUST SERVICE EXCLUSIVELY 


clay, vice president of City Bank Farm- 
ers Trust Co., New York, and former 
chairman of the Division, has been seek- 
ing common ground with the State 
Banking Department and a Committee 
of the Surrogates’ Association for a 
recommendation to the Legislature for 
increased commissions for executors 
and trustees. The Banking Department 
studied earnings and expenses of 27 in- 
stitutions and on the basis of average 
results recognized a need for increases, 
especially for executorships in the up- 
state banks and for trusteeships in New 
York City. The Surrogates’ Committee 
found that of two banks with approxi- 
mately the same volume of fiduciary 
assets, one made money and one did 
not. New York City banks thereupon 
arranged a study of 11 such banks, re- | 
taining Ebasco Services, which also has 
studied figures from 9 upstate banks 
and two more from the city, all to the 
end that the Division’s Committee and 
the Surrogates’ Association may be able 
to find a mutually acceptable basis for 
recommending commission increases. 


The Committee on Trust Operations, 
of which William M. Conners, trust 
officer of the Manufacturers National 
Bank of Troy, is chairman, initiated a 
study by the Federal Reserve Bank of 
New York of earnings and costs of 
trust operations throughout the State. 
Questionnaires were sent to 254 banks 
and trust companies asking a report on 
trust income and expense on a uniform 
basis. To date 150 replies have been 
received and it is hoped to have the 
results available shortly. A similar but 





Detroit Trust Company, with its many years of experience 
in every phase of trust business, is especially qualified 
to serve in any situation requiring a Michigan fiduciary. 
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separate study has been conducted in 
New Jersey. 

Of the 254 banks and trust companies 
in New York State which are exercis- 
ing trust powers, only 64 have gross 
annual income from trust operations of 
$20,000 or more. 

A new, week-long, trust new business 
development school was sponsored by 
the Division this month, arranged by 
the Business Development Committee, 
of which William B. Ogden, III, trust 
officer of the Merchants National Bank 
& Trust Co. of Syracuse, is chairman. 

The regular series of Spring meetings 
held throughout the State by the Divi- 
sion were attended by 450 trust people, 
as well as 35 members of the Legisla- 
ture, and 15 Surrogates, who learn in 
this manner that projects sponsored by 
the Division are well-considered from 
the point of view of the public interest 
as well as of the trust business. These 
Spring meetings, Mr. Jones said, pay 
great dividends in interest, enthusiasm 
and knowledge, and it is hoped they 
will be continued indefinitely. 


Db A SB 
Record Enrolment at GSB 


The enrolment for the 20th annual 
summer session of The Graduate School 
of Banking at Rutgers University, June 
14-26, reached a record high of 1,070 
bank officers representing 43 states, the 
District of Columbia, Alaska, Puerto 
Rico, and El Salvador. 


The graduating class numbers 320, 
juniors 348, and freshmen 402. 


JShink of 
PEOPLES 
FIRST 


Insured Pension Plans Double 
in Eight Years 


The number of insured pension plans 
in the United States has doubled since 
1945 and multiplied tenfold since 1940, 
according to a report issued last month 
by the Institute of Life Insurance. In- 
dividual policy pension trusts represent 
about two-thirds of the total number of 
plans, while group annuities cover two- 
thirds of the people. Sample figures 
from the report are quoted below. 


Individual Policy Total 
Item Pension Trusts. (all kinds) 

1940 

, — 440 1,530 

Persons 

Covered - 15,000 685,000 
1945 

Te oi 4,550 6,700 

Persons 

Covered _ 215,000 1,500,000 
1950 

Tm... 7,530 11,250 

Persons 

Covered _ 460,000 2,865,000 

Annual 

Income 

at Retire’t* $275,000,000 $ 995,000,000 
1953 

Plans 10,470 15,730 

Persons 

Covered 610,000 3,940,000 

Annual 

Income 


at Retire’t* $405,000,000 $1,475,000,000 


*For Group Annuities and Deposit Administra- 
tion plans, the amount of annual income provided 
at retirement is the amount paid for to date. For 
the other types of plans, this figure represents 
the total annual income which is expected to be 
provided at retirement. 








Pension Research Council 
Formed 


Appointment of sixteen members to a 
newly-created Pension Research Council 
of the Wharton School of Finance and 
Commerce of the University of Pennsyl- 
vania was announced June 9 by Dr. C. 
Canby Balderston, dean of the school. 
The council was established to sponsor 
non-partisan research in the general area 
of private pensions. The initial ap- 
pointees include representatives of in- 
surance companies, trust companies, in- 
dustry, labor organizations, educators, 
and pension consultants. In addition to 
Dean Balderston, they are: 


Dr. David McCahan, chairman, pro- 
fessor of insurance in the Wharton 
School; Harry Becker, associate direc- 
tor, Commission on Financing of Hos- 
pital Care, Chicago; Frank B. Cliffe, 
vice-president, H. J. Heinz Co., Pitts- 
burgh; John K. Dyer, Jr., vice president 
and actuary, Towers, Perrin, Forster and 
Crosby, Inc., Philadelphia; Dr. S. S. 
Huebner, emeritus professor of insur- 
ance, Wharton School; Laflin C. Jones, 
director of insurance services and plan- 
ning, Northwestern Mutual Life Insur- 
ance Co., Milwaukee; Dr. Clarence A. 
Kulp, chairman of the insurance depart- 
ment, Wharton School. 


Also M. A. Linton, chairman of the 
board, Provident Mutual Life Insurance 
Co., Philadelphia; Ben S. McGiveran, 
Seefurth and McGiveran, pension under- 
writers, Chicago and Milwaukee; Fred 
P. McKenzie, vice president, The Han- 
over Bank, New York; J. W. Myers, 
manager, insurance and social security 
department, Standard Oil Co. of New 
Jersey, New York; Ray M. Peterson, 
vice president and associate actuary, 
Equitable Life Assurance Society of the 
United States, New York; Dr. Otto 
Pollak, associate professor of sociology, 
Wharton School; George F. Sisler, 
assistant vice president, First National 
Bank, Chicago; and D. N. Warters, ex- 
ecutive vice president, Bankers Life Co., 
Des Moines. 


Dr. Dan M. McGill, associate pro- 
fessor of insurance in the Wharton 
School, will serve as research director 
of the council. 


In announcing the appointments, Dr. 
Balderston stated that there is a deplor- 
able lack of factual information con- 
cerning the economic, political and so- 
cial implications of the pension move- 
ment. One of the objectives of the re- 
search program will be to assess the 
capabilities of private pensions as an 
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instrument of old age economic support. 
Research will be concentrated in areas 
which are not the subject of special 
investigation by other research organiza- 
tions, according to Dr. Balderston, but 
close liaison will be maintained with 
other research groups. 


The results of research will be pub- 
lished by the University of Pennsylvania 
Press in a series of monographs, the 
first of which, scheduled for the fall, 
will be entitled “The Fundamentals of 
Private Pensions” by Dr. McGill. Other 
topics scheduled for investigation in- 
clude actuarial solvency in pension 
plans, sociological aspects of retirements, 
pension investment policy of insurance 
and trust companies, and the economic 
impact of pensions. 


A A A 


New Machine Facilitates 
Profit-Sharing Operations 


An amazing new machine recently 
developed for Detroit Trust Co. by the 
Burroughs Corporation will greatly fa- 
cilitate the efficient handling of profit- 
sharing plans. The machine recently 
completed in 10 days computations 
which formerly required five weeks. In 
the same operation and without added 
cost, it also printed up-to-the-minute 
certificates of participation for more 
than 1,000 individual employees, show- 
ing them the exact amount of their 
own personal gain from their plan. 


Prompt and accurate information 


about their profit-sharing benefits boosts 
employees’ morale and helps them work 
economically, but producing certificates 
to show each employee his own personal 
data under the old method, involves 
many complex computations which are 









both costly and slow, according to 
Vance L. Desmond, vice president of 
Detroit Trust Co., under whose direc- 
tion the new machine was developed. 
The pro-rata share of profit per em- 
ployee must be determined, and shares 
allocated to individual accounts. Often 
detailed records of hours worked by 
thousands of employees must be kept. 
Market value of securities held must be 
determined; income from funds already 
invested and current company contribu- 
tions must be allocated according to the 
terms of the agreement, and forfeitures 
must be re-allocated. 


Under the old method, all of these 
computations were made by calculator, 
the amounts in the various accounts 
were posted by hand and balanced to 
pre-determine totals for accuracy. Then 
the certificates had to be individually 
typed, re-added and re-balanced to be 
sure they agreed with the ledger rec- 
ords. 


Detroit Trust’s new machine by- 
passes five separate re-balancing opera- 
tions required by the old method. Ne- 
cessary calculations are now made in a 
fraction of the time, ledgers and balanc- 
ing journals are kept, and certificates 
for employees are issued, all in one 
operation. With this dramatic new 
equipment, an increasing number of 
firms will undoubtedly look to profit- 
sharing for significant gains by offer- 
ing employees a clear and_ personal 


stake in keeping profits high. 
& & & 


William H. Light, assistant trust offi- 
cer of CALIFORNIA TRUST Co., Los An- 
geles, completed 25 years of service with 
the company. 





Corporate Secretaries Elect 
McKenzie 


George K. Mc- 
Kenzie, vice presi- 
dent and secretary, 
The Flintkote Co., 
was elected presi- 
dent of the Ameri- 
can Society of Cor- 
porate Secretaries, 
Inc., at its annual 
meeting held at 
Hot Springs on 
June 2. Mr. McKenzie emphasized the 
disquieting effect on stockholder relations 
and high cost of recent contests for con- 
trol of American Woolen, New York 
Central Railroad and the New York, 
New Haven & Hartford Railroad. He 
pointed out that the attendant publicity 
might well stimulate the activities of 
opportunists and had increased the sig- 
nificance of the Corporate Secretary’s 
office. 


The following were elected vice presi- 
dents of the Society which numbers over 
750 members: George L. Harding, Sec- 
retary and Treasurer, The Pacific Tele- 
phone and Telegraph Co.; Joseph T. 
Keckeisen, Vice President and Secretary, 
First National Bank of Chicago; and 
Richard B. Loomis, Vice President and 
Secretary, Brooklyn Union Gas. Jack A. 
Horner, Secretary of the Shell Oil Co., 
was elected secretary of the Society, and 
John B. Noone, Secretary and Assistant 
Treasurer, Standard Brands, Inc., was 
elected treasurer. 





G. K. McKENZIE 


a. 2.6 


Henry M. Tibbits, assistant vice presi- 
dent in the trust new business division of 
the Harris Trust and Savings Bank, ad- 
dressed the mid-year meeting in Denver 
of the American Petroleum Institute Di- 
vision of Marketing on May 18. His sub- 
ject was “One’s Financial Future.” 





to it pursuant to applicable provisions of the Plan. 


Certificate of Participation 


TO ** * JOHN DOE * *# # 


As a participant in the above captioned Plan and under the terms of which the Detroit Trust Company is Trustee, your 
account during the fiscal year has been credited as shown below from records of the Trustee, and from information furnished 


All rights and benefits of participants are non-transferable and non-negotiable and are specified and governed by the 
terms, covenants and conditions of the said Indenture of Trust. 


DETROIT TRUST COMPANY, Trustee 





Detroit Trust Co.’s vice president Vance L. Desmond (left) and K. F. Bergmann of the Burroughs Corporation look on as Mrs. Dorothy 
enne operates new machine developed by them to facilitate profit-sharing information. Specimen Certificate is reproduced at right. 
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Canadian Trust 


Conference 


(Continued from page 527) 


ation has approved that the Course be 
taken over by the Trust Companies 
Association of Canada and reduced to 
four subjects — Accounting, Law, Trust 
Business I and II. This will concentrate 
the Course on a basic knowledge of the 
trust business. The subjects themselves 
will be revised with a view to presenting 
them in a more practical form. Separate 
committees for each subject have been 
set up for this purpose with the follow- 
ing chairmen: 
J. Miller Trust Business I 
H. G. Soward Trust Business II 
A. E. Stead Bookkeeping and Per- 
sonal Trust Account- 
ing 
A. B. Ramsay Elements of Law 
The transition period between the 
two Courses unfortunately presents 
difficulties in adjustment for some stu- 
dents but we are indebted to Queen’s 
University for its co-operation in mak- 
ing these adjustments as simple and 
practical as possible. The graduates of 
the longer Course will always have a 
distinction that those who follow them 
cannot achieve. 


With the full co-operation of the 
companies, which has been manifest, it 
is hoped that the new Course will fulfill 
the original purpose by encouraging 
many more students to take and com- 
plete the Course to the benefit of them- 
selves and the trust business generally. 


A. R. Courtice, 


(Toronto General Trusts Corp.) 


Life Insurance Trust Council 


The Life Insurance Trust Council of 
Toronto, now in its second year of ex- 
istence, was formed for the purpose of 
promoting co-operation and understand- 
ing between life insurance underwriters 
and trust officers in their respective 
fields and to further the use of life 
insurance and trust services in estate 
planning. We believe the purpose of the 
Council is being fulfilled. 


Our membership has increased from 
12 trustmen, 19 insurance men and 2 
associate members — one lawyer and 
one accountant — a year ago, to a 
present membership of 14 trustmen, 25 
insurance men and 3 associate members 
— two lawyers and one accountant. 


Regular monthly dinner meetings 
have been held during the past season. 
Some of the subjects and speakers were 
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— Matrimonial Sta- 
tus in the Province 
of Quebec. By H. 
H. Tees, notary of 
Montreal; Widows’ 
Rights in Ontario, 
by Elmore Houser, 
solicitor of Toron- 
to; Estate Invest- 
ment, by E. Steiss, 
Canada Trust Co., 
London; Ontario 
Succession Duties, 
by D’Arcy Blair, 
Ontario Succession 
Duty Department; 
Settlement Options, 
by John Graham, 
Imperial Life As- 
surance Co. The 
question and an- 
swer periods follow- 
ing these educa- 
tional talks have 
been an indication 
of the keen interest 
of the members. 

Trust Companies and their representa- 
tives stand to benefit perhaps more than 
any other group from the activities of 
the Council. While our overall attend- 
ance has been at a high level, it is notice- 
able that the trustmen have not per- 
haps been as diligent in their attendance 
as the insurance men. It is again rec- 
ommended to the individual Companies 
that they continue their support of the 
Council to make sure that their repre- 
sentatives attain full benefit by attending 
all meetings. 

If the Trust Council is to continue 
its successful operation, it must have 
the interest and co-operation of the 
Trust Companies’ management. It is 
urged that they assist their representa- 
tives in making useful suggestions for 
its operation. 


D. E. Mercer, 


Vice President of Council 
(Montreal Trust Co., Toronto) 


Insurance and Trust Companies 


Discussing the similarity of the re- 
sponsibilities of the trust companies and 
the insurance companies, Robert Mor- 
ris Green, vice president in charge of 
Canadian Operations of Prudential In- 
surance Co. of America, told the dinner 
guests that both are custodians of the 
savings of the people. Both handle es- 
tates, but the insurance companies sell 
estates on the installment plan. The two 
types of organizations do not compete so 
much with each other as they do against 
the sales organizations of companies 








Photo from Canadian Pacific Railway 


Railroad yards in hub city of Winnipeg, Manitoba 


selling automobiles, household equip- 
ment and amusements. It is competition 
against the dollars that do not go for 
savings. 


The difference between the two types 
of organizations is that the insurance 
companies are somewhat more aggres- 
sive in their pursuit of the savings dol- 
lars of the people. Mr. Green stated that 
when any company has an active sell- 
ing organization it must be ever consci- 
ous of its public relations. It must have 
acceptance of its product, acceptance of 
the Agent, acceptance of the Company 
and acceptance of the purposes of the 
Company. When one is in the business 
of selling one cannot be too modest. The 
insurance companies feel that they must 
advertise and capitalize on all things 
that make a favorable impression. 


Mr. Green said it is highly desirable 
that employees be proud of their com- 
pany and loyal to it. This is one reason 
why insurance companies go in so thor- 
ously for welfare programs and for pro- 
viding excellent working conditions. It 
used to be the practice to give insur- 
ance agents a rate book and turn them 
loose. The modern practice is to train 
them for many weeks so that they will 
be a proper representative, not only for 
their own company but the entire life 
insurance business. 


Mr. Green commented also upon dif- 
ferences in investment practice between 
various insurance companies and _ the 
size of the investment problem of the 
larger companies in the post-war period. 
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Bank 


CALIFORNIA 


Security Trust & Savings 
Bank, San Diego 

Pacific National Bank, 
San Francisco 


INDIANA 


Indiana National Bank, 
Indianapolis 


Gross Earnings 


Highest in history 


KANSAS 
Commercial National Bank, 
Kansas City 
KENTUCKY 
Liberty National Bank 
& Trust Co., Louisville 
MARYLAND 


Equitable Trust Co., 
Baltimore 


Same as 1952 


Fidelity Trust Co., 
Baltimore 


Union Trust Co. of Maryland, 
Baltimore 


MASSACHUSETTS 
Cambridge Trust Co., 
Cambridge 
NEW JERSEY 


First National Bank, 
Jersey City 


Substantially higher 


Trust Co. of New Jersey, 
Jersey City 

Citizens First National Bank 
& Trust Co., Ridgewood 


OHIO 


Central Trust Co., 
Cincinnati 


Improved 47% over 1952 


On a profitable basis 


OKLAHOMA 


National Bank of Tulsa Highly satisfactory 


OREGON 
Portland Trust Bank 


PENNSYVANIA 
Jenkintown Bank & Trust Co. 


SOUTH CAROLINA 


First National Bank, 
Greenville 


TEXAS 


Mercantile National Bank, 
Dallas 

National Bank of Commerce, 
Houston 


VIRGINIA 


Peoples National Bank, 
Charlottesville 


Satisfactory 


Lynchburg National Bank 
& Trust Co. 
Lynchburg Trust & Savings New high 
ank, 
National Bank of Commerce, 
Norfolk 


Seaboard Citizens National 
Bank, Norfolk 
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TRUST BUSINESS REPORTS FOR 1953: Part Ill 


Volume of Business 


Continued to expand 


Favorable growth 


Trust assets “by far” the 
largest ever ... increase in 
volume of new accounts and 
of wills 


Larger number of wills 


Steady increase ... increas- 
ingly sizable estates & trusts 


Progressive growth ... active 
accounts increased 130% in 
seven years... agencies, pen- 
sion and profit sharing ac- 
counts growing 
Assets increased 


Continued to gain... volume 
justifies modern mechanical 
equipment in use 


Assets $10,577,598 
($9,830,232 in 1952) 


Trustee or Custodian for ap- 
proximately $281,600,000 of 
securities 

Further increase 


Assets $8,500,000 ... remark- 
able growth 


Number of customers, volume 
of business and total trust 
assets all increased 


Record volume of business in 
1953 


Substantial and satisfactory 
new business 


Assets increased 21% in 1953 


Record growth 


Continued growth in number 
of accounts and total assets 


Assets increased by $1.8 mil- 
lion to total book value of 
$24,892,094 . . . Accounts in- 
creased by 61 to total of 644 
Substantial growth ... $3 
million of new accounts 
Increased 138% .. . now in 
excess of $30 million 
Substantial growth to over 
$60 million ... about $30 mil- 
lion of future business writ- 
ten... 222 veterans’ accounts 
Continues to grow 


Common Trust Fund 


Assets multiplied several 
times since 1945 inception... 
better income for beneficiar- 
ies ... reduces administration 
problems 

A useful investment medium 


The trust fund of the bank’s 
retirement plan, though most- 
ly in U.S. Gov’ts, participates 
also in CTF 


CTF established May 1, with 
56 accounts 


$3 million and 128 accounts 


$5.5 million . . . 239 accounts 
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Bank 


Central National Bank, 
Richmond 

First & Merchants National 
Bank, Richmond 

State-Planters Bank & 
Trust Co., Richmond 


Colonial-American National 
Bank, Roanoke 

First National Exchange 
Bank, Roanoke 


: WASHINGTON 


Pacific National Bank, 
Seattle 

Peoples National Bank 
of Washington, Seattle 


Seattle-First National Bank 
Seattle Trust & 
Savings Bank 
National Bank of Washing- 
ington, Tacoma 


WEST VIRGINIA 


Wheeling Dollar Savings 
& Trust Co. 


WISCONSIN 


Wisconsin Bankshares Corp. 
i National Bank, 
Madison 
First National Bank, 
Oshkosh 


| First Wisconsin Trust Co., 


| Milwaukee 
Marine National Exchange 
Bank, Milwaukee 
Marshall & Isley Bank, 
Milwaukee 


AUSTRALIA 


Executor Trustee & Agency 
Co.* of South Australia, 
Ltd., Adelaide 

*Fiscal year ends June 30 


Gross Earnings 


Most satisfactory 


New high for gross and net 
Substantial increase 


Marked improvement 


Increased £ 9,981 


CANADA & ENGLAND (see page 551) 





Volume of Business 
Increased 


$4.5 million . . . 209 accounts 

Common Trust Fund 
Completed first year ... per- 
mits better service 


New will appointments dou- 
bled 1952 

Continuous & healthy growth 
... new wills represent estate 
values far exceeding any year 
Steady increase 


$2.25 million . . . improved 
trust investment & income 


Material increase ... value 
of new wills and trust agree- 
ments exceeds any year. 


New high . . . more new cus- 
tomers than any year 
Growth in both total assets 
and future appointments. 
Substantial increase in aver- 
age size of new accounts 
Expanded quarters 

Growth 


Gratifying results 


Increasing importance 


Trust assets $44.8 million 


First Wisconsin . . . stability 
of principal . . . greater in- 
come 


Combined assets exceed $185 
million ... custodian accounts 
$190 million ... First Wis- 
consin’s corporate dep’t ser- 
vices $500 million of secur- 
ities 

Growth in volume and num- A very satisfactory mechan- 


ber . . . $150 million ism 
New high Growing 


All time high (£17.5 mil- 
lion). New business also all 
time high (£ 2.7 million) 











The new IBM type “702” electronic data processing machine, supervised from the console, 
left, and made up of (a) the central arithmetical and logical unit, (b) a bank of cathode 
ray “memory” tubes. Reels of magnetic tape, each with a capacity equivalent to all the 
number in an 1850-page telephone book, feed data to the machine and write down answers 
at the rate of 15,000 letters or numbers a second. Punched card readers and punches, and 
line printers are also provided. The electronically connected units simplify installation and 
offer flexibility in meeting user’s requirements. Orders already received are from banks 
as well as insurance companies and manufacturers. Deliveries are scheduled to begin early 
next year. Preliminary analysis of office operations, however, can run into months or even 
years. The “702” will be rented, the cost depending on the quantity and combination of 
units. Typical installation, according to IBM, may be about $25,000 per month including 


maintenance and replacement parts. 
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Bankers As Community Leaders 


A recent survey at the National New- 
ark (N. J.) and Essex Banking Co., 
proves that the modern banker has be- 
come an active participant in all types 
of community affairs. 

The bank’s 69 officers are active mem- 
bers in 143 organizations. Community 
service is high on the list, including 78 
organizations ranging from a county- 
wide Red Cross drive to a local hospital 
campaign. Next are service clubs, with 
26 organizations represented. Municipal 
participation is third with bank officials 
enrolled in 20 different civic functions. 
Finally, the survey shows a marked in- 
terest in education and religious groups. 

Some of the extra-curricular offices 
held by bank personnel include the presi- 
dency of a Chamber of Commerce, a col- 
lege treasurer, a village trustee, a bor- 
ough marshall, a ruling elder in a church, 
a church deacon, a president of a board 
of education and a vice chairman of 4 
home for the aged. Nearly fifty men are 
holding the office of treasurer or a com- 
parable position. 





TRUSTS AND EsTATES 


pre 
for 








unts 
j 


per- 


oved 
1e 


ility 
r in- 


han- 


lers 


Vew- 

Co., 
- be- 
ypes 


1em- 
nity 
x 78 
nty- 
pital 
with 
sipal 
cials 
ions. 
| in- 
ups. 
Tices 
resi- 
col- 
bor- 
irch, 
oard 
of a 
are 
com- 














Colorado Springs audience for First National Bank’s forum 


PUBLICITY FRONT 


held in the Fine Arts Center Theater. 


Forums 


On May 13 the final session of the 
Women’s Finance Forum, sponsored by 
The First National Bank of Colorado 
Springs, was held in the Fine Arts 
Center Theater. This is the first forum 
that the bank has sponsored, and was 
designed so that two of the meetings 
were presented by bank personnel and 
two featured outside speakers. W. M. 
Roberts, mortgage loan officer, spoke on 
“There is No Place Like Home,” a dis- 
cussion of home mortgage financing 
and real estate problems. A play pointed 
out the place of life insurance in the 
estate plan — “The Ordeal of Richard 
Roe,” by Laflin C. Jones, C.L.U., Di- 
rector, Insurance Service & Planning, 
Northwestern Mutual Life Insurance Co. 
It was presented by a cast composed 
entirely of members of the staff of The 
First National Bank under the direction 
of Orvis I. Grout, Director, Colorado 
Springs Civic Players, and is believed 
to be the first time that a dramatic 
presentation has been used in a women’s 
forum in this region. 


The session on investments was ad- 
dressed by John M. Griest, Acting Chair- 
man, Division of Finance, University of 
Colorado, and at the third meeting Ed- 
ward C. King, Dean of The University 
of Colorado School of Law, and Di- 
rector of The Trust Division, American 
Bar Association, acted as moderator for 
the “Trust Department Town Meeting” 
...a series of four short talks on “What 
Does a Trust Department Do?”, “Joint 
Ownership of Investments”, “Should a 
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Wife Have a Will of Her Own?”, and 
“Taxes and Home Money Management”, 
presented by officers of the bank. 


Joseph Trachtman, Adjunct Professor 
of Law, New York University School of 
Law, and New York Legal Editor of 
Trusts AND EstaTEs, was the principal 
speaker at the final session discussing 
“How to Make the Most of a Modest 
Estate”. (Mr. Trachtman also spoke at 
a dinner sponsored by the bank for the 
lawyers of the Pikes Peak Region on 
the subject “Current Problems in Estate 
Planning”’.) 


The ladies were invited to come to 
the Fine Arts Center at 9:30 A.M. 
where coffee and doughnuts were served. 
Over 400 ladies were pres- 
ent at each of the four meet- 
ings... in a city of approx- 
imately 53,000. Evaluation 
of the questionnaires distrib- 
uted at the last session indi- 
cates that the women con- 
sidered the forum interest- 
ing and informative and 
feel that the bank rendered 
a valuable public service. 


A Women’s Forum spon- 
sored by Louisiana National 
Bank in Baton Rouge dur- 
ing April and May, included 
talks on “Home Ownership, 
Mortgages and Real Estate” 
by Sam G. Russell, vice pres- 
ident- and sales manager, 
Burns Realty & Trust Co., 


Denver, Col.; “Investments” 





by Dorothy Williams, public relations 
consultant and formerly investment 
counselor with the Bank of New York; 
“Life Insurance and Social Security 
Benefits” by A. R. Jaqua, director of 
the Institute of Insurance Marketing 
at Southern Methodist University; and 
“Estate Planning, Wills and Trusts” by 
Leonard Oppenheim, professor of law 
at Tulane University School of Law. 
The enthusiasm of the audience was 
matched by the energy of the planning 
commettee, if the experience of Miss 
Williams was typical. Here is her ac- 
count of a “Day in the life of a Forum 
Speaker”: 12:30 Press luncheon for 18, 
with interviews and pictures; 1:45 In- 
terview by Helen Mason Jennings over 
Station WLCS; 3:15 Interview by Betty 
Yoder over Station WAFB-TV; 5:00 
Interview by Orene Muse over Station 


WJBO; 8:00 Address at the Forum. 


Confidence was the keynote at the 
opening session of the April Women’s 
Forum on Economics and Finance, 
sponsored by the National City Bank of 
Cleveland. The capacity audience re- 
ceived a ‘reassuring picture of business 
prospects for the rest of 1954 drawn 
by James M. Dawson, vice president 
and economist of the Bank. The second 
session presented “Investment Plan- 
ning,” with the discussion led by Robert 
B. Blyth and Burton A. Miller, vice 
presidents of National City Bank. 


Several hundred women attended the 
weekly sessions of the “Four Meetings 
on Women and Money” forum spon- 
sored by the Trust Company of New 
Jersey, Jersey City, under the direction 
of Dorothy Williams. The subjects cov- 
ered on Thursday evenings in May and 
June have been “Managing Your Dol- 
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Cover of invitation to Louisiana National Bank’s forum 
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Section of the audience at Trust Company 
of New Jersey forum held in the Jewish 
Community Center, Jersey City. 


lars,” “Planning Your Security,” “Put- 
ting Money to Work” and “Your Will.” 
The women presented as many as 75 
written and thoughtful questions. On a 
show of hands, a large number indicated 
that they read the financial page of their 
newspaper. The speakers, in addition to 
Miss Williams, were Beulah Hagadorn, 
family finance consultant of Schenec- 
tady; Mary C. McKeon, Newark divi- 
sion manager of Prudential Insurance 
Co. of America; and Nancye B. Staub, 
assistant vice president of Morristown, 


(N.J.) Trust Co. 


Advertising 


“Mr. Steppington Enjoys the Ides of 
March” titled one of Old Colony Trust 
Co.’s (Boston) current advertising se- 
ries which points out that “March 15 
isn’t circled in black on Mr. Stepping- 
ton’s calendar” because his “personal 
investments, as well as those of the 
business which he heads, are being 
handled by Old Colony” which “also 
keeps income tax data, so that prepara- 
tion of his returns is made much easier 
for him and his tax man.” About March 
15 Mr. & Mrs. Steppington enjoy a well 
earned vacation. Other ads in the Step- 
pington series explain the peace of mind 
with which he enjoys his “Sunday 
snooze,” the establishment of a scholar- 
ship under a living trust, the reviewing 
of his will, and the steering of a friend 
to the trust company when in search 
of an executor. 





Mr. STEPPINGTON ENjoys THE IDES OF MARCH 
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The natural curiosity of the reader 
is stirred by National Newark & Essex 
Banking Co., Newark, N. J., in an ad 
headed “3 Questions every wife should 
ask her husband.” The questions prove 
to be: Has he made a will? Does he 
have an estate plan? and Has he named 
an experienced executor? If not, appro- 
priate suggestions are offered. 


“Plum Nelly,” announces an ad from 
Barnett National Bank, Jacksonville, 
Fla., which pictures a youngish-looking 
tramp resting beside the road, and ex- 
plains, “It’s an old Southern expression 

. used most often to describe a man 
in bad financial condition — ‘plum 
broke and nelly in the poorhouse’.” 
While this ad advises sytematic savings 
and a growing bank account to provide 
peace of mind and avoid being “plum 
nelly,” the theme could easily be applied 
to trust services. 


The same motivation lies behind an 
ad from Cooke Trust Co., Lid., Hono- 
lulu, entitled “Quiz Program” — with 
sketch of the quiz-master at the micro- 


QUIZ PROGRAM 


Would your present estore 
@ Provide © comtortable Inving tor your fomily? 
@ Educate the children? 
© Poy estate ond inheritance toxes? 
© Toke core of the mortgoge? 
@ Pay other expenses? 


If you con't answer “yes” to oll these 
queshons see your own hie wmsuronce 
counsellor now. Life insurance con moke up 
the diflerence between the income your 
estote con provide. ond the income your 
fomily will need Review your Ite 
imuronce progrom regularly with 

your own counsellor. 


COMPANY, LTD. 


Phone 63866 


926 Fort Sireet 


Cooke Trust Compony does not sell life 


your own life insuronce counsellor. 


phone. It asks, “Would your estate: 
Provide a comfortable living for your 
family? Educate the children? Pay es- 
tate and inheritance taxes? Take care 
of the mortgage? Pay other expenses?” 
A review of one’s life insurance pro- 
gram is recommended. 


“Your Life Underwriter can be a 
helpful partner in Planning for your 
family” advises a First National Bank of 
Birmingham ad which explains that the 
modern life underwriter “is a highly 
trained professional man.” The ad 
further points out that the Bank does 
not sell life insurance or have a connec- 
tion with any life insurance company, 
but does take pride in a “close relation- 
ship” with Alabama underwriters, and 
does recommend life insurance “where 
the need is indicated.” 












Here 
are the highlights 


Of what Chartered Trust Company 
ished in 1953: 
© Served more people than in any previous 
year. 


@ Increased volume of business in every 
Departmen it and greatly increased the 
financial essete of the Company 

@ Opened « new Branch Office in Toronto — 
at 20 St. Clair Avenue West — which is 
flourishing because of its friendly effcrem 
service to people im that area. 


We believe that in 1954 new progress 
will be echsewed through the Serums and 








There’s an old saying that nothing 
succeeds like success — especially true 
when the success is the result of more 
customers bringing more business—so a 
recent ad of Chartered Trust Co., Tor- 
onto, presents the highlights of the 
past year’s accomplishments . . . more 
customers than ever, increased volume 
of business and financial assets, open- 
ing a new branch. To these are added 
the figures for Estates Trusts and Agen- 
cies, Guaranteed and Savings Funds, 
and Earnings per share last year, five 
years ago, and ten years ago. 


Management is the theme of an ad 
from Harris Trust & Savings Bank, 
Chicago, headed, “It’s not enough just 
to leave enough.” It explains that “it 
isn’t always mis-management that causes 
dollars to dwindle or disappear. . . Usu- 
ally just plain un-management is to 
blame.” The advantages of having a 
corporate rather than an_ individual 
executor or trustee are discussed, as 
well as the possibility of having a mem- 
ber of the family serve as co-executor 
or co-trustee. 


“The shoemaker makes a good shoe 
because he makes nothing else,” a com- 
ment quoted from Emerson, provides 
a springboard for the discussion of in- 
vestment management in a recent ad 
(both newspaper and folder for direct 
mail) by Fiduciary Trust Co., New 
York. “Our undivided effort is devoted 
to doing this one job and doing it 
well,” the ad says. The picture of the 
shoemaker, taken from the Bettman 
Archive, is especially fine, as are all 
Fiduciary’s illustrations. 


On this same subject Boston Safe 
Deposit & Trust Co. asks, “Are you 
watching your investments?” and ex- 
plains that the Company does what 
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few security owners have the time or 
opportunity to do. . . “We study the 
position of the various key industries; 
We analyze the standing of the corpo- 
rations within the industries; We watch 
the trends and tides of business; We try 
to judge the end results of many fac- 
tors which affect the value of securities.” 


The “Business Life Insurance: to 
compensate for loss of vital executive- 
power” ad of Security Trust Co., Ro- 
chester, N. Y., has a double-barreled 
approach to management. First it states 
that “there is no business so organized 
that. it does not feel the loss of top 
executives. Business Life Insurance ex- 
ists to ameliorate the financial side of 
that loss.” Later it explains the advan- 
tages of corporate trustee management 
of the insurance and its services as 
intermediary between the estate and the 
company involved. 


“Business as usual on our 102nd an- 
niversary” announces Wells Fargo Bank 
& Union Trust Co., San Francisco. 
Banking services have become more com- 
plex in a century, but the spirit of per- 
formance has never changed, and “that’s 
why five generations of San Franciscans 
have looked to Wells Fargo for all their 
financial needs. Today for example. . .” 
and then follow six photos, each with 
caption telling about the pictured cus- 
tomer and what service he or she is 
using. Among these are a doctor who 
has set up an Agency Account to take 
care of his investments, and a “careful 
widow” who is putting another savings 
bond in her safe deposit box. 


Booklets 


The Crown Trust Digest, a regularly 
issued booklet of Crown Trust Co. 
(head office, Toronto) which effectively 
fulfills its purpose “to entertain and in- 
form your family,” recently came up 
with the statistics that “in 1896 the lead- 
ing trust companies in Canada had as- 
sets under administration of just over 
$7.5 million. In 1912 the total was 
just over $200 million; in 1932 the total 
was slightly in excess of $2 billion and 
in 1953 the total was in excess of $4.5 
billion. Another article in the same 
issue states that “every day more and 
more people are appointing Trust Com- 
panies as executors and trustees in their 
wills). Why? For several reasons: 1. . . it 
is unfair to burden a friend with the 
task of settling their affairs . . . 2. This 
is a day of specialization . . . 3. Trust 
Companies are permanent organizations 
-.. 4. Trust Companies through their 
investment “Know-How” can with safety 
increase the earning power of estate in- 
vestments. . .” 
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“Have you figured lately how much 
you're worth?” inquires a folder from 
National Trust Co., Lid., Toronto. The 
text discusses not the rise in the cost of 
living but the increase in values .. . 
real estate and stocks, for example... 
and suggests that the reader will find 
himself worth “probably more than you 
think.” The corollary is to name Na- 
tional Trust executor to be sure the 
estate will accomplish what the owner 
had in mind while building it. 


“Life Insurance . . . investment of 
many uses” is discussed “as an execu- 
tor and trustee sees it” in Montreal 
Trust Co.’s readable bi-monthly pam- 
phlet Forethought. 


A AA 
New Style Forum 


A novel experiment in forums will 
take place September 25, at the New 
School For Social Research, graduate 
college in New York City, when Solomon 
Huber, faculty member and general 
agent of the Mutual Benefit Life, puts 
on an all-day forum for life men, ac- 
countants, trust officers and attorneys. 
The Solomon Huber Associates are elim- 
inating their usual annual forums for 
accountants, attorneys and trustmen and 
substituting four miniature forums an- 
nually, each restricted to a particular 
profession such as medicine, optometry, 
dentistry, etc. 


As a means, however, of extending 
proper public relations, the organiza- 
tion will sponsor an annual forum for 
life insurance men as well as the account- 
ancy, trust and legal professions in con- 

































CHARLOTTE, NORTH CAROLINA 


A regional trust operation offering complete 
personal and corporate services 


Member F.D.I.C.—Federal Reserve System 
Capital funds over $11,000,000 





junction with the New School. Another 
departure will be the attempt to weave 
in the everyday problems of both the 
estate planner and his client. Probably 
most unique will be the distribution of 
a folder, in advance of the event, of 
processed sheets which will detail the 
client’s assets and objectives. This will 
enable those in attendance to follow 
closely the recommendations of the 
speakers and criticism of the panel, 
bringing about more than the usual 
audience participation. 


Each speaker will address his remarks 
to the hypothetical case of Frank Merri- 
well, from his written report as if the 
client were before him. A panel will then 
discuss the pros and cons of the advice. 


The speakers include Leo Leichter, 
trust officer and assistant vice president 
of the Federal Trust Co. of Newark; 
Dr. Robert S. Holzman, professor of 
taxation at the Graduate School of Busi- 
ness Administration of New York Uni- 
versity; Eugene P. Walsh, attorney and 
editor of C.L.U.’s Query; and Robert 
R. Onderdonk, president of the Estate 
Planning Corporation. 


Participating in the panel in the after- 
noon session are P. Philip Lacovara, 
lawyer and managing editor of Trusts 
AND Estates; Alex Hamburg, lawyer; 
and Milton Young, law school lecturer 
and attorney. 

Registration may be made by letter to 
the registrar, Charles F. Godley, at 66 
W. 12th Street, accompanied by check 
for ten dollars, requesting attendance at 
the New School-Huber Estate Planners 


Forum. 





THE CAPITALABOR TEAM 


FRINGE BENEFITS IN BANKS 


A section on fringe benefits was in- 
cluded in the 1953 survey of member bank 
income and expenses by the Federal Re- 
serve Bank of Boston, with major empha- 
sis on pension plans, hospital and medical 
benefits, and group life and accident in- 
surance. Of the 317 member banks in 
the First Federal Reserve District at the 
time of the survey 260 answered the 
fringe benefit questions and 227 listed 
payments for some type of extra-salary 
benefit. Most frequently reported (by 
142 banks) was hospital and medical- 
surgical insurance; next came expendi- 
tures for welfare and employee relations, 
reported by 133 banks, and pensions, re- 
ported by 131. Group insurance plans and 
educational benefits were each reported 
by 125 banks. 


In terms of dollar volume, contribu- 
tions to pension plans represented more 
than $6 million out of a total of $8.5 
million spent for all reported benefits. 
Second were payments for life and acci- 
dent insurance amounting to $744,000, 
and in third place were hospital insur- 
ance payments totaling $663,000. On the 
total sample of banks, 50% have formal 
pension plans, 55% contribute to hospital 
insurance, and 48% provide group life 
insurance. A national survey of 7,000 
banks made by the American Bankers 
Association in 1953 showed 54% having 
hospitalization payments, 51% life in- 
surance, and only 23% having pension 
plans, according to the Monthly Review’s 
report. 

All banks with deposits of over $50 
million in the New England survey re- 
ported pension plans, but only 31% of 
those in the under $2 million group. Hos- 
pital insurance payments were reported 
by 81% in the largest group and by 45 
of the smallest. In group life and accident 
insurance, the $25-50 million class led 
with a 95% representation, while only 
21% of the smallest group provided such 
coverage. 

Voluntary fringe benefit payments of 
the reporting banks amounted to 12% of 
all salaries and wages to bank officers and 
employees. If payments for Social Se- 
curity, workmen’s compensation, holidays, 
vacations and other time not worked were 
included, it is estimated the total per- 
centage would be about doubled. 


FPRA REPORT 


Some committee should set forth a 
statement definirg fringe benefits so that 
banks can realistically compare costs, 
John J. Ahearn, assistant secretary, said 
in his recent report to the Financial 
Public Relations Association on Salaries 
and Fringe Benefits. He suggested that 
most of the following should be included: 


584 





Legally required payments — Old Age 
& Survivors Insurance, Unemployment 
Compensation (Federal and State), and 
Workmen’s Compensation; Voluntary 
Payments — Pension Plans, Life Insur- 
ance, Hospital and Surgical Insurance, 
Accident and Health Insurance, Paid Va- 
cations, Sick Leave, Time paid for but 
not worked, Lunches and Lunchroom 
Facilities, Bonus, Paid Holidays, Rest 
Periods or Coffee Breaks, Educational 
Opportunities, Summer Military Leave, 
Paid absence for jury duty, voting or 
daily emergencies. 


In a 1951 Chamber of Commerce of 
the United States Survey, Mr. Ahearn 
stated, the average cost to employer for 
fringe benefits was 18.7% of payroll 
or $644 for 736 reporting companies. 
Manufacturing companies alone paid 
16.4% and non-manufacturing compan- 
ies paid an average of 22.2%. Ninety- 


FRINGE BENEFITS IN N.E. BANKS 
Per Gent of Banks With Selected Benefits 
Classified by Size of Bank-I953 


one banks, finance and trust companies 
which participated averaged 26.4%, of 
which 2.8% was for legally required 
payments, 8.6% for pensions, 1.8% for 
rest, lunch and coffee periods, 7.9% for 
time not worked, and 5.3% for bonus and 
profit sharing. According to regions in 
this group the Northeast was high with 
30.2%, the West paid 26.1%, East North 
Central 25.6%, the Southeast 21.9%. 
According to number of employees the 
banks paid: under 500—23.8%; 500 to 
999—29.4% ; 1,000 to 2,499—27.2%; 2500 
to 4999—32.3%. 


By way of comparison Mr. Ahearn re- 
ported on a survey of his own. The ques- 
tionnaire was sent to 150 banks in all 
sections, some large, some small. Ninety- 
seven replied. Asked how their salary 
scale compared with other businesses in 
their area, 75 answered average, 16 above 
average, and 6 below average. Ninety 
reported salary review programs, paid 
vacations, sick leave, group insurance, 
hospital and surgical plans. Of the 72 
banks that reported fringe benefits costs 
in percentage of payroll the range was 
from 2% to 48% and the average 18.77%. 
The 69 that reported dollar costs per em- 


ployee per year ran from $75 to $2,000 
with the average at $650. 


Biennial surveys on a national scale 
and more publicity regarding fringe 
benefits, were recommended by Mr, 
Ahearn, along with a warning not to get 
“over-generous” because “there may be 
a time when banks along with other busi- 
nesses will be forced to reduce benefit 
payments.” 


EMPLOYEES MANUAL AWARD 


J. E. Patrick, vice president in charge 
of operations and personnel, at Valley 
National Bank, Phoenix, Ariz., has won 
the Research Institute of America’s an- 
nual Award for Merit for his part in 
the preparation of a recently issued man- 
ual for Valley Bank employees that has 
attracted national attention in banking 
and business circles. 


Published two months ago, the manual 
contains cartoon-type drawings pointing 
up the bank’s philosophy, customer ser- 
vices and employee’s benefit in sprightly 
manner. The entry was one of 1261 
received from major business firms. 


MorE CAPITALISTS 


The greatest protection to the system 
of capitalism is to create more capital- 
ists. Corporations are working in that 
direction with Profit Sharing Plans and 
the various means taken to protect the 
worker and his family against death, ill- 
ness and unemployment. Such arrange- 
ments will make it easier for the worker 
to accumulate some capital. 


I believe the greatest help to our 
future system will be for corporation 
executives to regard themselves as trus- 
tees not only for their stockholders, but 
for their employees — to feel that it is 
to their interest to help the employee to 
a higher standard of living, and to have 
the employee regard his employer as a 
friend, not as an enemy. Such a change 
of attitude for both employer and worker 
will do much to relieve tensions, and to 
make a better industrial world. 


Gen. Robert E. Wood, to Chicago 
Assn. of Commerce, as retiring 
chairman of Sears, Roebuck & Co. 


STOCKHOLDER INTEREST 


Indicative of growing stockholder in- 
terest in the management of their com- 
panies was the 1,400 attendance at Amer- 
ican Telephone and Telegraph Co..’s an- 
nual meeting. A closed TV circuit gave 
the audience a 23 minute tour of the 
company’s long lines headquarters. A 
proposal to limit pensions to $25,000 a 
years for A.T.&T. officers was defeated, 
but the 13% affirmative vote gives spon- 
sors of the proposition the right to place 
it in the proxy notice next year. A res0- 
lution for holding regional meetings, 
sponsored by the Federation of Women 
Shareholders in American Business, was 
defeated but received a three per cent 
affirmative vote. 
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Selfmade’s Purge 


(Continued from page 532) 


Selfmade: 1 am beginning to see what you meant by the 
word flexibility and I must say it appeals to me. 


Nephew’s atty.: It is the sensible and realistic way of pass- 
ing along your Estate but there are too many “dead 
hands” reaching out from the graves of unimaginative 
testators. Now that we have you over that hurdle I assume 
you are willing to grant the Trustees broad powers of 
investment, the right to incorporate the business and make 
unfettered decisions in the administration of the Trust 
so long as they act in good faith. 


Selfmade: Give them the same rights to handle the property 
that I had — except of course as fiduciaries for the bene- 
fit of my family — and protect everything from creditors 
by that kind of a clause — 


Nephew’s atty.: Spendthrift clause. 
Selfmade: Yes. 
Nephew’s atty.: Is that all? 


Selfmade: V'll leave it to you to fill in any gaps. How long 
will it take to draw up the Will. 


Nephew’s atty.: If this were on earth where promptness is 
held back by the frailties of the body, it might take days, 
weeks or months but here in Purgatory it is ask and you 
shall receive. We have anticipated your every wish. Your 
Honor, I give you the honor (hands a document tied up 
with a large red ribbon to the Judge). 


Judge: Mr. Selfmade, here’s your Will as compromised and 
re-written by this august assembly, and containing many 
essential and helpful provisions we haven’t had time to 
explain to you. It is marked Exhibit “A” prime so as not 
to confuse it with the Will you drew yourself. 


Selfmade: Thank you, Your Honor. Does it say just what 
I asked for? 


Nephew’s atty.: As nearly as can be with so many mediums 
taking part. In drafting Wills everyone sees flaws in every- 
one else’s work but his own, but we can say that we 
“agree in principle” with what it purports to do — for 
you — perhaps not for others. The situations in probate 
work are as varied as life itself and anyone who relies 
on a standard form is courting disaster, as many a dis- 
believer has found to his sorrow and shame. 





Connecticut General Life Insurance Co.’s proposed new home office 
uilding on 268 acre site in Bloomfield, Connecticut, which upon 
completion in 1956 will cost over $10,000,000. Aerial view (left) 
from the south shows the three-story main building (center) which 





Selfmade: Can I have it probated now? 


Judge: Well you are in the right shape for it, and we have 
sufficient witnesses in the same condition. Are you ready 
to sign? (Selfmade signs) Do you declare this to be your 
last Will and ask these three* to sign as witnesses? 


Selfmade: I do. (witnesses sign.) 


Judge: This instrument having been signed by Simon Self- 
made in the presence of the three witnesses named in said 
instrument and he having declared said instrument to be 
his will and requested said witnesses to sign who in turn 
have signed the same in his presence and in the presence 
of each other, and all persons interested having been 
heard, through counsel, and Selfmade having since died, 
I do now allow this instrument as his last Will. There, 
Simon, your torments are now over and you can settle 
down here with us until you’ve attoned for your lesser sins. 


Selfmade: Can’t I pay something for the help I’ve received? 


Judge: My dear, dear, fellow, I’d almost forgotten. Here 
is a belated bill our beloved boys have made up in the 
same time it took to draw your Will (hands Selfmade a 
document bound up with conspicuous crepe.) 


Selfmade: (after a long pause). Are you sure there hasn’t 
been a slight mistake? This seems to be marked Exhibit 
“B” prime. 


Judge: That’s to distinguish it from the original Exhibit B 
which was the schedule of your assets. 


Selfmade: (after another longer pause): May I make a last 
request ? 


Judge: Certainly, we want you to feel that we have taken 
you in. 


Selfmade: I do, and I'd like that epitaph changed on my 


tombstone to read: 


Here lies S. Simon Selfmade, 
The finest of clients, they say, 
To Counsel he went 

Who took his last cent 
Before they laid him away. 


Judge: It shall be done. Court is over. (Banging on his 
gavel.) 


(Actors all move out and Judge picks up the pack of cards: 
and renews his game of solitaire.) 


*Although only two witnesses are required in most jurisdictions, the: 
safer practice is to have three. 





contains four interior garden quadrangles. At the top of the photo- 
graph is shown the four-story administration annex. At right, view 
from west shows gardens at rear of main building and in right 
background one-story, 800-seat cafeteria wing. 


(Model photographed by Ezra Stoller.) 
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TRUST PERSONNEL CHANGES |" 


Phoenix 
VALLEY 
NATIONAL BANK 


licity departments. 


LittleRock 
First NATIONAL 


BANK & Trust Co. 


Pine Bluff 
SIMMONS 
NATIONAL BANK 


ARIZONA 


M. G. “Mert” Reade, advertising di- 
rector of the bank, succeeds the late 
G. E. Arnold, and named director of 
the combined advertising and pub- 


ARKANSAS 


George E. Lusk, Jr., named asst. 
trust officer, had formerly been asst. 
attorney general for Arkansas. 

L. F. Hutt elevated to chairman of 
the board and succeeded as president 
by Charles A. Gordon, formerly ex- 
ecutive vice president and trust officer. 


Wayne A. Stone, president of the Arkansas Bankers Asso- 
ciation, and formerly president of Phillips National Bank 
of Helena, will join Simmons National July 1 as executive 


vice president. 


Pasadena 
UNION 
NATIONAL BANK 


San Francisco 
AMERICAN 
TRusT Co. 

Santa Barbara 
SECURITY-FIRST 
NATIONAL BANK 


Bridgeport 
First NATIONAL 


BANK & TrRusT Co. 


New Haven 
SECOND ° 
NATIONAL BANK 


Torrington 
Brooks BANK 
& Trust Co. 


Washington 
HAMILTON 
NATIONAL BANK 

and 
NATIONAL BANK 
OF WASHINGTON 


Savannah 
SAVANNAH BANK 
& Trust Co. 


Army. 
Chicago 


CHICAGO TITLE 
& Trust Co. 


CALIFORNIA 


Roland L. Kemp elected trust officer, 
coming to the bank from Chicago 
where he had been asst. trust officer 
of LA SALLE NATIONAL BANK. 


George L. Carter promoted to asst. 
trust officer and assistant secretary. 


Laurence W. Pingree, trust officer and 
assistant secretary at this branch, 
elected vice president. 


CONNECTICUT 


Leete C. Robbins and Frederick A. 
Strong promoted to trust officers. 


Lester A. Chamberlin, trust officer, 
resigned to become vice president of 
the MECHANICS SAVINGS BANK in 
Winsted, Conn. 


Harry D. Burrall named asst. trust 
officer. 


DISTRICT OF COLUMBIA 


Barnum L. Colton resigned as presi- 
dent of National Bank and became 
president of Hamilton National. 
Rutherford J. Dooley, executive vice 
president, is in effect acting president 
of National Bank. . 


GEORGIA 


William Hunter Saussy elected a 
trust officer and will assume his duties 
September 1, following release from 
active service as Colonel with the U. S. 


ILLINOIS 


John Waddell named asst. vice presi- 
dent and manager of the methods and 
research department in the admini- 
strative division; Harold C. Bull ad- 


vanced to trust officer; Harold M. Finley and Ronald A. Fin- 
layson named assistant treasurers, investment division. 
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Chicago 
LA SALLE 
NATIONAL BANK 


Atchison 
EXCHANGE 
NATIONAL BANK 


Kansas City 
PLAZA BANK 
oF COMMERCE 


Red Bank 
SECOND 
NATIONAL BANK 


Frank G. Price, trust officer in charge § ne\ 
of the corporate trust section of the § offi 
trust department, elected assistant Ph: 


vice president. ( 
KANSAS 


John A. Adair, president and trust 
officer, assumes responsibility for the 


newly organized trust department. _ 
MISSOURI Pit 
Winston R. Tate designated as vice I 
president and trust officer in charge i; 
of the newly organized trust depart- 
ment. nan 
NEW JERSEY 
William B. Lyman, formerly executive 
é : a: Jac 
vice president and cashier, elected F 
president. x 


NEW YORK 








New York Lawrence E. Van Etten elected as- 
BANKERS sistant secretary in the bond division § Dal 
Trust Co. of the Corporate Trust department. T 

New York Irving R. Salois elected asst. trust & 
City BANK FarRM- officer. 

ERS TRUST Co. Mer 

New York Edward J. Veitch, vice president, has For 
IRVING been appointed officer in charge of the F 
TrRusT Co. personal trust division. He has had N 

long experience in all phases of the 
division’s work and has been associated with the bank for J 7° 
the past 18 years. Earl S. MacNeill, vice president, has re- deve 
liquished this post in order to devote his time exclusively to the 
the development of new business in the personal trust division. Sect 

MacNeill, active on numerous committees of the Trust Di- Har 

vision, American Bankers Association, and in the American F. 

Bar Association, is well known as a speaker and writer on N 

trust subjects. 

New York Charles P. Markey appointed a trust 
MANUFACTURERES officer in the personal trust depart- 
Trust Co. ment. A graduate of New York U. Roa 

Graduate School of Law, Markey is M 

authorized to practice before the United States District Court T 

(Southern District of New York), and the Tax Court of the 

United States. ae 

OHIO nana 

Youngstown Myron E. Robert advanced to presi- y, 
MAHONING dent to succeed the late L. A. Stewart. 
NATIONAL BANK “ 

PENNSYLVANIA betw 

Meadville E. H. Dilley, vice president and trust § C0. | 
CRAWFoRD County officer, retired, and is replaced by § [Rus 
Trust Co. Giles B. Cook, Jr., appointed trust Unde 

officer and assistant secretary. Trus 
bank 





CHAS. P. MARKEY 
New York 





Guy PRICE 


Fort Worth Milwaukee 
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Philadelphia 


officer. 

Philadelphia George H. Brown, Jr., senior vice 
GIRARD TRUST president in charge of the trust de- 
CoRN EXCHANGE partment, transferred to the Banking 
BANK division; senior vice president Russell 


J. Bauer of the banking department 
assumed Brown’s duties as head of the trust department. 


Pittsburgh Arch S. Jeffery and William H. Star- 
MELLON NATIONAL ing, Jr., appointed investment officers; 
BANK & Trust Co. S. David Herron, Jr., Robert E. Hud- 

son, Jr., and Charles A. Rowland, 
named assistant secretaries, all in the trust department. 


Richard S. Crampton, former asst. 
First trust officer of GIRARD TRUST CORN 
NATIONAL BANK EXCHANGE BANK becomes asst. trust 

officer at First National, in charge of 
new business. Thomas W. Smyth elected trust investment 






New quarters of the Trust Department of The First National Bank 


of Cincinnati, in the historic St. Paul Building, adjoining the 
bank’s head office building at Fourth and Walnut Streets. The 
new quarters, which were inspected recently at a public reception 


Reuben B. Hays, provide approximately a 


30% increase of floor space. The cost of remodeling and furnishing 
the new quarters totals approximately $75,000. First National is 


eighth oldest national bank. 








TENNESSEE 
Jackson Nancy M. Duffy, assistant cashier and hosted by President 
FIRST asst. trust officer, promoted to as- 
NATIONAL BANK sistant vice president. Bee 
TEXAS 
Dallas Ted R. Alexander, manager of the 
TEXAS BANK bond department, assumes the duties rn 
& Trust Co. of G. S. Metcalfe, asst. vice president, 


since the latter’s resignation to join 


EVERETT TRUST 
& SAVINGS BANK 


Merrill Lynch, Pierce, Fenner & Beane in San Antonio. 


WASHINGTON 


E. G. Startup, former vice president, 
named president succeeding the late 
Warren M. Jenkins. W. Doyle Watt, 
former vice president and trust officer, 


WISCONSIN 


Miss Catherine B. Cleary, on leave of 
absence since May, 1953, when she 


Fort Worth Guy Price retired as vice president named executive vice president. 
Fort WoRTH and trust officer, but will remain a 
NATIONAL BANK member of the board of directors and 
of the trust committee. More than 30 Milwaukee 
years of Mr. Price’s career, which started in 1907, were First WISCONSIN 
devoted to trust department activities. He was a member of Trust Co. 


the original group who met in 1923 to organize the Trust 


Section of the Texas Bankers Association. 


Harlingen E. C. Breedlove, 
FIRST trust officer in charge of the newly 
NATIONAL BANK organized trust department; and J. 


was appointed Assistant Treasurer of 
the United States by President Fisen- 


; hower, and recently Assistant to the Secretary of the Treas- 
president, named ury, resigned from that post on May 31, and was elected vice 


B. Brady, asst. trust officer. 


VIRGINIA Calgary, Alberta 
Roanoke (Correction) Robert W. Kime, named GUARANTY TRUST 
MOUNTAIN trust officer, recently resigned as trust Co. oF CANADA 
TRUST BANK officer of FLAT Top NATIONAL BANK Toronto 
of Bluefield, West Va., and had been GUARANTY TRUST 
previously trust officer of MARSHALL (VA.) NATIONAL BANK. Co. of CANADA 


president of the First Wisconsin Trust. Raymond W. Jones, 
trust officer, elected vice president. 


CANADA 


Fred H. Larson appointed manager. 


A. L. A. Richardson succeeds the late 
John S. Dickson as chairman of the 
investment committee. 





MERGERS and NEW TRUST 
POWERS GRANTED 


Hartford, Conn.—On June 15th merger 
between HARTFORD-CONNECTICUT TRUST 
Co. and THE PHOENIX STATE BANK & 
Trust Co. was submitted to stockholders. 
Under the name CONNECTICUT BANK & 
Trust Co., this would create the largest 
bank in the state, with resources of 


FINANCIAL OFFICER 


Accountant, controller and attorney, 43, 
thoroughly experienced in corporate 
affairs and taxation desires connection 
with financial institution, preferably in 
Virginia. 

Box S-44-6, Trusts and Estates 

50 East 42nd St., New York 17 
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$326,000,000 and combined trust assets 
of over $400,000,000. 

Bradenton, Fla. — MANATEE RIVER 
BANK & Trust Co., a state member, has 
converted into a national bank under the 
title of MANATEE RIveR NATIONAL BANK, 
and retains trust powers. 


Gary, Ind.—Sale of the assets of the 
BANKERS TRUST Co. to the Gary Na- 
TIONAL BANK has been approved by stock- 
holders, and the Bankers Trust will be 
liquidated. 

Augusta & Wilton, Me. — WILTON 
TrusT Co. is now operating as a branch 
office of DEPositors Trust Co., Augusta. 

Amityville & Huntington, N. Y. — 
First NATIONAL BANK & TrRustT Co. of 
Amityville has been merged into and 
will become a branch office of First Sur- 


FOLK BANK of Huntington. This will re- 
sult in the largest commercial bank in 
Suffolk County. 


Rye, N. Y.—-Consolidation of the RYE 


TRUST NEW BUSINESS MAN - 


Metropolitan New Jersey bank has open- 
ing for a new business representative in 
its Trust Department. Prefers man be- 
tween ages 32 and 45 with trust or sales 
experience, and having knowledge of 
taxes, insurance, etc., essential to drafting 
estate plans. Good opportunity for enter- 
prising man. Inquiries will be confiden- 
tial. State age, experience, educational 
qualifications, salary expected and refer- 
ences. 
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Trust Co. witm the RYE NATIONAL BANK 
has been approved by stockholders. Un- 
der the name of Rye NATIONAL BANK, all 
operations of the trust company will be 
conducted at the office at 73 Purchase 
Street in Rye. Fred W. Zauner, Jr., now 
president and trust officer of Rye Trust 
Co., will become executive vice president. 


South Charleston, West Va. — First 
NATIONAL BANK has been granted trust 
powers under the Federal Reserve Act, 
as of May 18, 1954. W. W. Allen, presi- 
dent and trust officer, is in charge. 


Philadelphia, Pa. — Directors of the 
BroapD STREET Trust Co. and of the 
NORTHWESTERN NATIONAL BANK voted 
to approve terms of a merger which, on 
approval of shareholders, will result in 
the ninth largest bank in the city. 

A AA 
Fiduciaries Elect 


Trust Division, Connecticut Bankers As- 
sociation 
Vice Pres.: Herbert E. Carlson, secre- 


tary & trust officer, New Britain Trust 
Co. 


Trust Section, Florida Bankers Associa- 
tion 
Chairman: Willard R. Brown, vice 


president and trust officer, First National 
Bank of Miami 

Vice Ch.: Fred: R. Tinsley, trust offi- 
cer, Central Title & Trust Co., Orlando 


Secretary: Harold F. Pelham, vice 
president and trust officer, First Na- 
tional Bank, Ft. Lauderdale 


Trust Section, North Carolina Bankers 
Association 


Chairman: Courtney R. Mauzy, vice 
president and trust officer, 
Bank & Trust Co., Charlotte 


Wachovia 






STATE 






at your service! 


CITIZENS 
FIDELITY 


BANK & TRUST CO 


Nearly a Century of 


XPERIENCE... 


Rely on us to expedite your on-the-scene 
estate transactions in Kentucky. 


Since 1858... Kentucky's Leading Bank 





MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
MEMBER FEDERAL RESERVE SYSTEM 




























First unit of the proposed multi-million dollar Houston Ba 









nk & Trust Co. bank and office 


building, on which invitations for bids have been mailed according to President Oscar 
B. Weyrich. The building, designed by Kenneth Franzheim, will eventually provide over 
200,000 square feet of banking and office facilities in a twelve-floor-and-basement structure, 
as well as a seven-level garage for the convenience of bank customers and building occupants. 





First V.P.: J. Benjamin Bostick, vice 
president and trust officer, American 
Trust Co., Charlotte 


Second V.P.: John A. Mason, Jr., ex- 
ecutive vice president and trust officer, 
Edgecombe Bank & Trust Co., Tarboro 


Sec.-Treas.: P. W. Ingalls, trust offi- 
cer, Security Natl. Bank, Greensboro. 


Fiduciaries Association Group VII, Penn- 
sylvania Bankers Association 


Chairman: E. J. Mattis, vice presi- 
dent, First National Bank of Erie 


Vice Chm.: J. S. Armstrong, executive 
vice president and trust officer, Grove 
City National Bank 


Sec-Treas.: N. A. Yeager, asst. vice 
president and associate trust officer, St. 
Mary’s Trust Co. 













POI POD PPPODOODDOODOODOODODDOODODOD 


TRUST 
EMPLOYMENT EXCHANGE 


DOPOD DODODDOODODOPDODODOODOOODDOO 


Banks seeking trust executives, and 
personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to Trusts and Estates, 50 East 42nd 
St., New York 17, attention Employ- 
ment Exchange and code number. 


Trust new businessman sought by New 
Jersey bank. See ad H-46-1 on page 587. 


Trust investment officer, mature de- 
partment experience, 46, two banking 
connections lasting 22 years, in charge 
common trust fund, corporate trusts, 
with personal trust experiences, seeks 
advancement in permanent connection. 
Prefer South, Southwest, Midwest. 46-2 


Texas bank seeks new business man 
with trust background; development ex- 
perience secondary to personality. 46-3 


Trust officer, 44, experienced in estate 
planning, investments, insurance, and 
business problems, desires position in 
trust department. 46-4 


Young assistant trust officer, with 
legal training and three years trust ad- 
ministration experience, desires position 
with future in progressive trust depart- 
ment. 45-1 


Able lawyer, 46, with 20 years suc- 
cessful practice in New York and 5 
years law teaching, including experience 
in estates, trusts, insurance and business 
problems, seeks position with good trust 
department. 45-2 


Accountant, controller, attorney, 43, 
thoroughly experienced in corporate af- 
fairs and taxation, desires connection 
with financial institution, preferably in 
Virginia. See ad S-44-6 on page 587. 
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INCOME TAX 


Employee’s trusts — total distribution 
from exempt trust taxable as capital 
gain. Taxpayers were employees of 
Strouss-Hirshberg Company and parti- 
cipants in Employee’s Retirement Fund. 
In 1948 Strouss-Hirshberg Company was 
merged into the May Department Stores 
Company in a taxfree reorganization. 
Prior to reorganization the Board of 
Directors of Strouss-Hirshberg took 
formal action to terminate Employee’s 
Fund, and, pursuant to Trust Agreement, 
elected to distribute Fund assets to em- 
ployees. Entire amounts standing to 
credit of taxpayers were paid to them 
during year 1948 after reorganization 
had been completed, notwithstanding 
their continued employment by May 
Company. Commissioner determined that 
amounts so received by employees were 
not distributions received on account of 
separation from service and consequent- 
ly not entitled to capital gain treatment 
under Section 165 (b) of Code. 


HELD: Commissioner overruled. While 
distributions may be viewed as resulting 
from termination of Plan. Payment was 
also made on account of separation from 
service since old employer ceased to ex- 
ist as result of merger. As such, em- 
ployee may report income as capital 
gain. Miller v. Comm., 22 T.C. No. 41, 
May 138, 1954. 


Cost of life estate purchased by re- 
mainderman can be amortized. Taxpay- 
er’s parents created reciprocal trusts 
giving the other a life estate with re- 
mainder to taxpayer. Both life estates 
were purchased from the parents at 
their then face value by their son. In 
subsequent years he amortized cost of 
life interests over life expectancies of 
parents. Upon Commissioner’s disallow- 
ance of such deductions, taxpayer paid 
deficiency and his claim for refund was 
sustained by District Court. 


HELD: Affirmed. Purchaser of life 
estate, as purchaser of leasehold, is en- 
titled to recover his cost over duration 
of life of asset purchased which in this 
case is the life expectancy of the seller. 
Government’s contention that taxpayer’s 
possession of remainder and life inter- 
ests resulted in merger and prevented 
amortization has not been followed by 
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Courts and is erroneous. Bell v. Harri- 
son, 7th Cir., April 27, 1954. 


Beneficiary of life insurance policy is 
not subject to transferee liability for 
decedent’s income tax. Decedent’s estate 
was insufficient to pay income tax as- 
sessment and commissioner made claim 
against his widow under Sec. 311 of 
Code as transferee of decedent’s assets. 
At decedent’s death he possessed an in- 
surance policy payable to his wife on 
which the right to change beneficiary 
or surrender the policy was reserved. 
Policy had no cash value at death due 
to loans on the policy. Tax Court sus- 
tained Commissioner’s determination of 
transferee liability. 


HELD: Overruled. Decedent was not 
insolvent at his death. No claims for in- 
come taxes were made until thereafter. 
Wife was designated beneficiary 14 years 
before death indicating a lack of fraud- 
ulent intent. Since the policy had no 
cash value, no transfer is involved sub- 
ject to transferee liability. Tyson v. 
Comm. 6th Cir., April 28, 1954. 


Wrongfully withheld profits from 
joint venture taxable in year earned 
and not when recovered. Decedent en- 
tered into joint venture which operated 
during the year 1933. After decedent’s 
death it was discovered that profits from 
the venture were wrongfully withheld 
and his executor filed suit and recovered 
the profits and interest. Estate incurred 
expenses in litigation of suit. 


Executor was decedent’s wife and 
beneficiary of residuary trust. Commis- 
sioner assessed deficiency against estate 
and wife on ground that income was tax- 
able to wife and expenses of litigation 
were not deductible by estate. Tax Court 
found that judgment was income to 
estate in year of recovery and that liti- 
gation expenses were properly deduct- 
ible. Since recovery was considered cur- 
rently distributable to wife as _ trust 
beneficiary, wife and not estate was tax- 
able. 


HELD: Reversed in part. Recovery in 
1944 of profits earned in 1933 by joint 
venture and wrongfully withheld is not 
taxable income in 1944. Joint venture 
is considered as partnership under Code. 
Thus, profits are taxable to members in 


year earned, whether actually distributed 
or not. Fact that decedent was ignorant 
of profits does not change his tax lia- 
bility. Statute of limitations bars col- 
lection of tax on 1933 income. Since 
interest on debt is contingent on recovery 
of judgment, it was not income until 
recovered and was property taxable to 
estate. However, expenses of litigation 
were proper deductions in performance 
of executrix’s duties and resulted in 
minus income for estate. Neither is wife 
subject to tax in 1944, since she held 
recovery as executrix and not trust bene- 
ficiary. Fund could not be considered 
distributable to her as trust beneficiary. 
Comm. v. Estate of Goldberger, 3d Cir., 
April 29, 1954. 


Alimony: Section 22 (k), as applied to 
petitioner, was a valid levy upon in- 
come, within meaning of 16th Amend- 
ment. Pursuant to a divorce decree, peti- 
tioner received from her former hus- 
band, $11,749.99 in 1945, $5,833.30 in 
1946. After husband’s death in 1946, she 
received $1,749.99 in 1946 and $7,000 in 
1947 from his estate. Payments were 
installments due on a lump sum settle- 
ment of $110,000. Taxable income of hus- 
band and estate exceeded amounts paid 
and deducted. Petitioner contests consti- 
tutionality of Section 22 (k) Internal 
Revenue Code, in that amounts were 
paid in discharge of general obligation 
to support. 


HELD: Where alimony payments do 
not exceed earnings of husband, inten- 
tion was to treat those earnings, to the 
extent of payments, as income of wife. 
Sixteenth Amendment is not concerned 
with manner in which earnings are to 
be reported; only with that upon which 
a tax is actually imposed. Revenue Act 
of 1942 treats the payments as income of 
wife who actually receives them. Con- 
gress has power to designate whether 
husband or wife shall be taxed on ali- 
mony payments. Daisy M. Twinam, 22 
T.C. No. 18, April 22, 1954. 


Period of estate administration ex- 
tended by fiduciary’s misappropriation 
of assets. Decedent died intestate in 1923 
and her husband, John, was appointed 
administrator of her estate. Under laws 
of intestacy in State of Washington, 
John was entitled to one-half of dece- 
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dent’s estate and remaining one-half 
passed equally to son, Ralph and grand- 
son, Stanley, the taxpayers in this pro- 
ceeding. Included among estate assets 
were 14,200 shares of Sunshine Mining 
Company Stock. Instead of reporting 
these shares and making distribution to 
beneficiaries, administrator caused all 
shares to be transferred to his own 
name, In 1924 he was discharged as ad- 
ministrator by probate court. 
Administrator reported dividends from 
these shares on his individual return 
until he died in 1944. Upon learning of 
existence of these shares for first time, 
son and grandson brought action against 
administrator’s estate for recovery of 
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shares and dividends declared thereon 
from 1923 to 1944. Action was settled 
by estate of administrator delivering 
to taxpayers Sunshine Mining Company 
shares and $57,439.00 representing divi- 
dends received by administrator. Com- 
missioner proposed deficiency in income 
tax against taxpayers on theory that 
entire $57,439.00 represented income 
taxable to them in year of recovery. 
Upon petition to Tax Court, taxpayer’s 
position was sustained, the Court hold- 
ing, in effect, that period of estate ad- 
ministration continued during time that 
administrator wrongfully withheld the 
shares. Accordingly, dividend income 
was taxable to fiduciary when received 
except for 1944 income which was dis- 
tributed currently to beneficiaries. 

HELD: Affirmed per curiam. Comm. 
v. Hedges, 9th Cir., May 10, 1954. 


ESTATE TAX 


Payments from pension fund to em- 
ployee’s widow not included in gross 
estate. Decedent’s employer voluntarily 
established a non-contributory pension 
trust for benefit of employees. Under 
terms of trust no employee could de- 
mand any payment until he reached age 
61 or terminated his employment. Dece- 
dent died at age 46, while an employee. 
Trust provided that death benefits would 
be paid to widow or descendants of em- 
ployee as he, by will, appointed. Dece- 
dent’s will gave entire estate to wife 
and employer made payment to her. Dis- 
trict Court sustained taxpayer’s claim 
for refund of estate tax deficiency paid 
by reason of including trust payments 
in decedent’s estate. 

HELD: Affirmed. Payments to widow 
not taxable in decedent’s estate. Funds 
were never part of his estate. The desig- 
nation of his wife as beneficiary was not 
a taxable transfer under Secs. 811 (c) 
or (d) of Code. Glenn v. Hanner, 6th 
Cir. April 21, 1954. 


Release of power to “revoke” did not 
affect reserved power to “modify” or 
“change.” Decedent created trust in 1925 
reserving power to revoke and repossess 








trust property. He also reserved power 
to “annul, change and modify” the 
trusts. In 19387 decedent executed further 
instruments declaring: 


“T hereby declare deed of trust 
bearing date of May 138, 1925, as 
modified by this instrument to be ir- 
revocable.” 


“In all other respects I hereby rati- 
fy and confirm said deed of trust.” 


Taxpayers admit that value of trust 
is taxable if decedent retained power to 
alter or amend trust, but contend that 
1937 amendment released such power as 
well as power to revoke. 

HELD: Value of trust taxable in de- 
cedent’s estate under Code Section 861 
(d). Careful separation in trust instru- 
ment of power to alter or amend from 
power to revoke indicates that 1937 
amendment only intended to release 
power to revoke and not power to alter 
or amend. Estate of Thomas E. Steere, 
21 T.C. No. 12, April 22, 1954. 


Marital deduction not allowed for 
terminable interest created by joint wills. 
Decedent and his wife executed joint 
wills in 1947, providing that survivor 
would have full use and enjoyment of all 
property owned by them. Upon death of 
survivor entire property was to be divided 
among several named beneficiaries. De- 
cedent died in 1950 and was survived by 
his wife. At time of his death certain 
property, including United States Sav- 
ings Bonds, a bank account and real 
estate were held by decedent and his 
wife as joint tenants. Commissioner re- 
fused to allow marital deduction with 
respect to such jointly owned property, 
on ground that interest of surviving wife 
in such property was terminable and 
would, under joint will, pass to others 
on her death. 

HELD: Commissioner sustained. In- 
terest of surviving wife under joint will 
is comparable to a life estate with re- 
mainder passing to named beneficiaries. 
Since such interest is terminable, no 
marital deduction is allowed with respect 
to such property. Dissenting opinions 
would allow marital deduction because 
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jointly owned property is received by sur- 
viving wife under terms of joint owner- 
ship and not under will. Estate of Em- 
met Awtry, 22 T.C. No. 14, April 23, 
1954. 


Allowable deductions from gross es- 
tate of non-resident alien. Decedent, a 
non-resident alien, died in 1948 possess- 
ing certain United States Bonds issued 
after March 1, 1941. Bonds were located 
in this country at time of death. District 
Court granted in part refund of estate 
taxes, based on taxpayers contention 
that United States Bonds located in 
United States were not includible in 
taxable estate. However, Court reduced 
amount of administrative expenses allow- 
able as deduction under Sec. 861 (a) (1) 
of Code and taxpayer appealed. 


HELD: Affirmed. Under Sec. 861 (a) 
(1) of Code proportion of administrative 
expenses allowable as deduction for es- 
tate of non-resident alien equals  pro- 
portion that taxable gross estate bears 
to “entire gross estate, wherever situ- 
ated.” Commissioner is correct in con- 
tending that value of bonds is not in- 
cludible in taxable estate, but is includ- 
ible in value of entire gross estate, 
wherever situated, to determine amount 
of administrative expense to be deducted. 
Though this results in a larger estate 
tax by reducing allowable deduction, it 
does not result in direct taxation of tax 
exempt property. Hartford-Connecticut 
Trust Co. v. United States, 2nd Cir., 
April 26, 1954. 


Transfer in trust reserving life estate 
to grantor not made in contemplation of 
death. In 1923, decedent inherited a large 
estate from her husband. After a swind- 
ler had attempted to defraud her in 
1929, she transferred more than 80 per 
cent of her assets to a bank as trustee, 
reserving a life income to herself and 
directing distribution of remainder inter- 
est to her children. Commissioner con- 
tended that transfer to trust was testa- 
mentary in character because it disposed 
of remainder interest after her death 


and property represented a large part of 
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her estate, making transfer taxable as 
in contemplation of death. 


HELD: Commissioner overruled. Fol- 
lowing reasoning of Welch v. Hassett, 
303 U.S. 303 Tax Court finds that pur- 
poses motivating transfer were con- 
nected with life rather than death. Est. 
of Hopper v. Comm., 22 T.C. No. 19, 
April 26, 1954. 


Girt TAx 


Taxability of transfer in trust to chil- 
dren reserving right to income until 
death or remarriage. Taxpayer received 
100 shares of stock from husband in 
1935, which she reported as a gift. In 
1947, after separating from husband, 
taxpayer transferred shares to irrevoc- 
able trust, reserving income until her 
death or remarriage, remainder passing 
to her children. Commissioner assessed 
gift tax deficiency. 


HELD: Commissioner sustained. Tax- 
payer argued that transfer to her in 
1935 was in trust and 1947 agreement 
was in confirmation thereof and not tax- 
able gift. Court held that evidence did 
not support establishment of oral trust. 
Since taxpayer did not submit evidence 
regarding value of her right to trust 
income, no reduction in value of gift was 
allowed. Amount of gift taxes deducted 
from value of gift, since trust provided 
that trustee should be primarily liable 
for such taxes. Pamela N. W. Lingo, T.C. 
Memo, Op. 1954-31, May 10, 1954. 


REVENUE RULINGS 


Estate Tax: Power of appointment in 
beneficiary not taxable where state law 
prevents its exercise. Taxpayer was life 
beneficiary and co-trustee of New York 
trust. Trustees were given authority to 
invade principal for beneficiary’s use. 
However Sec. 141 of New York Real 
Property Law prevents trustee from ex- 
ercising power to distribute principal to 
himself. 

Service rules that beneficiary, as trus- 
tee under New York law, could not dis- 
tribute principal to himself, his estate 
or creditors. Thus, no part of trust prop- 







MORRIS PLAINS 






erty is includible in beneficiary’s estate 
under Sec. 811 (f)(2) of Code. Rev. Rul. 
54-153, L.R.B. 1954-18, p. 5. 


Income Tax: Pension plan requiring 
no immediate employer contributions 
will qualify. Employee’s pension trust 
was established providing only for cur- 
rent employee contributions. Employer 
was obligated to pay stipulated retire- 
ment benefits to extent employee’s credit 
was insufficient. 


Service rules that such trust will 
qualify under Sec. 165 of Code and re- 
tirement benefits paid to employees are 
deductible under Sec. 23(p)(1)(D) of 
Code. Rev. Rul. 54-152, I.R.B. 1954-18, 
p. 4. 
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ARIZONA 


S.B. 1: Sets forth extent of rights of 
creditors in ordinary and group life in- 
surance policies. 


Ch. 81: Permits withdrawal of de- 
cedent’s bank account if not in excess of 
$1,000, without letters of administration. 


Ch. 88: Eliminates requirement of 
bond as executor or administrator in 
case of national and state banks and 
title insurance companies; as to other 
personal representatives, court may, in 
fixing amount of bond, exclude value of 
securities deposited in court or with 
bank or other financial institution; court 
may also waive bond where estate is less 
than $3,500, is to be assigned to surviv- 
ing spouse and latter or his or her nom- 
inee applies for letters of administration; 
permits mortgage of personal as well as 
real property on approval by court. 


Ch. 118: Eliminates requirement of 
court order before guardian may sell 
property to provide for suitable support 
of ward and family; sale, mortgage or 
lease of property shall be in the manner 
provided with respect to estate. 


MARYLAND 


Ch. 15: Extends provisions of Section 
7, Article 93, relating to testamentary 
accounts in estates of servicemen, to 
estates of servicemen dying at any time 
during active service rather than only 
those deceased during World War II. 






State Legislation Affecting 
Trusts and Estates 


MISSISSIPPI 


H.B. 112: Requires guardian to peti- 
tion court for instructions as to sale or 
retention of non-legal investments acquir- 
ed by inheritance, bequest or gift. 


S.B. 1435: Exempts pension and profit 
sharing plans from rule against per- 
petuities. 


S.B. 1437: Exempts pension trust in- 
come or principal from claims of bene- 
ficiary’s creditors. 


S.B. 1438: Exempts employee trusts 
from provisions of Code Section 5380. 


S.B. 1439: Grants corporations power 
to create trust as part of pension, dis- 
ability, death benefit or profit-sharing 
plan. 


NEW YORK 


Ch. 674: Amends statute validating 
arrangements to pay beneficiaries on 
death of person making designation to 
include stock bonus plans in addition to 
pension, retirement, death benefit and 
profit sharing plans and annuities and 
supplemental insurance contracts; in- 
cludes securities or other property as 
well as money. 


Ch. 812: Prohibits return of transfer 
tax resulting from actual occurrence of 
encumbrance reducing value of inheri- 
tance unless order finally fixing amount 
of tax is entered within two years after 
encumbrance takes effect as actual bur- 
den on property, and application for re- 
turn of excess tax is filed with commis- 
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sion within one year of entry of order; 
invasion of principal does not start 
period unless it is last possible exercise, 


RHODE ISLAND 


H-734: Provides that agreements be. 
tween stockholders as to disposition of 
stock on death of any of them are not 
testamentary in character (paralleling 
earlier statute validating such agree. 
ments as to partnership interests follow- 
ing contrary court decision). 

S-165 Sub. A: Permits other than at- 
torneys to prepare Federal income tax 
returns provided such business is not 
solicited by advertising. 

VIRGINIA 


Ch. 664: Deletes provision which de- 
prived surviving spouse of benefit of 
Federal marital deduction in prorating 
tax. 


A A A 


Where There's A Will 


Mrs. WILLIAM BUTTERWORTH, grand- 


daughter of John Deere, inventor of the 
steel plow, bequeathed $1,000,000 of 
Deere & Co. stock plus her residence 


or the proceeds thereof to a trust bear- 
ing her husband’s name which _ was 
created during her lifetime with a trust 
department (Moline (Ill.) National 
Bank) as trustee. Mrs. Butterworth re- 
quested in her will that consideration 
be given to the construction of a com- 
munity center to aid the advancement 
of art, music, drama and cultural and 
recreational activities. Legacies aggre- 
gating some $250,000 are left to em- 
ployees and former employees, while 
$25,000 goes to friends. The rest of the 
estate (estimated to total $12,000,000) 
passes to the family. 

LEWIS GAwtTRY, former national treas- 
urer of the Boy Scouts of America, be- 
queathed $10,000 each to two sons-in- 
law, one of whom died two days after 
the testator. Personal effects are directed 
to be divided between the two daughters 
in approximately equal shares by the 
executor, Guaranty Trust Co. of New 
York. The residue of the estate, which is 
to bear all death taxes, 
to the daughters equally. 

Mrs. Joe F. Ettrer, widow of one of 
the organizers of Hardwicke-Etter Co., 
cotton gin machinery manufacturers, left 
the bulk of her estate in trust for the 
benefit of the University of Texas. Ex- 
pressing the desire that the independent 


executor and trustee — Republic Na- | 


tional Bank of Dallas — reduce the as- 
sets to cash as promptly as_ possible 
without undue sacrifice, but not later 
than ten years after her death, Mrs. 
Etter directed that the realized cash be 
turned over to the University to be used 
— just as the income — for such educa- 
tional and scientific purposes as_ the 
Board of Regents deems best. The funds 
thus received are to be expended by the 
school within 15 years after receipt. 
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CURRENT LITERATURE NOTES 


Estates Practice Guide 


2d ed. HOMER I. HARRIS. Baker, Voorhis & 

Co., 25 Broad St., New York. 2 vols. 1664 pp. 

$33. 

The fifteen years since publication of 
the first edition of this manual on New 
York law and practice produced such a 
plethora of statutory changes that the 
annual supplement was fast approaching 
the size of the original single volume 
itself. Division into two books will make 
the new edition not only easier to handle 
but extend the usefulness of pocket sup- 
plementation as well. 


The rewritten treatise includes three 
new chapters: one dealing with the trou- 
blesome problem of evidence based on 
conversations with a decedent (Section 
847 CPA), another on limited letters of 
administration, and the third on fidu- 
ciaries in military service — the latter 
a non-existent situation when the first 
edition was published. The subject mat- 
ter of the text runs the gamut of estate 
practice, from pre-drafting considera- 
tions through administration (including 
tax proceedings) to appeals. Emphasis is 
on practicality rather than legal disserta- 
tion or documentation. The forms are de- 
tailed and complete; computations not 
only supplied but the method indicated. 


This work is truly a “Guide” which 
New York lawyers will continue to find 
valuable. 


Land Titles and Land Law 


THOMAS J. MCDERMOTT. W. H. Anderson 

Co., 524 Main St., Cincinnati. 711 pp. $20. 

Convenience is the first word that oc- 
curs to a reviewer of this new encyclo- 
pedia of real property law. By concise 
statement of rules and severe restriction 
of annotations the author — eight times 
president of the Ohio Title Association — 
has been able to compress into one un- 
bulky volume close to 90 topics. An im- 
portant tool for speed is the 125-page 
detail index. While only the preliminary 
answer may be found in some instances, 
the ecross-referencing and citation of the 
standard treatises in the field set the 
course for further research. Another use- 
ful feature is a compilation of compara- 
tive state statutes on some 33 subjects. 


Of special interest to those in fiduciary 
work are the chapters on Cotenancy and 
Joint Ownership, Descent and Wills, Rule 
against Perpetuities, Powers, and Trusts. 
Granting that real property law is large- 
ly a local matter, this text will serve 
a valuable function in gaining an in- 
sight into local decisions and possible 
trends, as well as on those points where 
there is no controlling local law. 





June 1954 


Taxation in the United States 


RANDOLPH E. PAUL. Little, Brown & Co., 

34 Beacon St., Boston. 830 pp. $15. 

This book will not help anyone win a 
tax case — but it may help the nation 
win the struggle for a sound system of 
taxation which in the final analysis is 
basic to success in all fields of endeavor. 
While one does not necessarily have to 
agree with the author’s philosophy, his 
vast experience in fiscal matters, particu- 
larly during his seven years in high 
roles with the Treasury Department, 
command attention. In rather novel pro- 
cedure, Mr. Paul waits until the last 
chapter to tell why he wrote the bcok: 
a recognition that taxation and fiscal 
policy is one of the most important 
political issues confronting the American 
people. He points out that the Russians 
hope for a victory not through military 
attack but through the collapse of our 
economic system. The only effective de- 
fense against this insidious form of at- 
tack is a full understanding by Ameri- 
cans of the fundamental issues involved 
in tax and fiscal policy. 


The “biography” of our tax system is 
written in terms of human conflicts, na- 
tional crises and political expediencies. 
Told in dramatic and often entertaining 
style, the story traces the infancy of 
American taxation, the struggle over the 
income tax amendment, the lush twenties, 
the great depression, World War II and 
the transition from peace to a cold war. 
In two late chapters, Mr. Paul appraises 
the existing system, taxation as an in- 
strument of economic control and pro- 
gressive taxation. 


Selected Essays on Wills, Future In- 
terests, and Estate Planning 

Harvard Law Review Association, Cambridge, 

Mass. $2.00. 

Reprinted here are 19 articles and 
notes from the Harvard Law Review 
over the past three decades. The authors 
most represented are A. James Casner 
and W. Barton Leach, with other con- 
tributions from Joseph Warren, Austin 
W. Scott and George Craven. Included 
in the topics are class gifts, perpeutities, 
estate planning, powers of appointment, 
the expectant legatee, dependent relative 
revocation, and fraud, undue influence 
and mistake in wills. This is a handy 
item to have in the library. 

Price Correction 

The price for the two volumes on 
“Valuation under Law of Eminent Do- 
main,” reviewed at page 501 of the May 
issue, has been revised since publication 
to $30. 


ARTICLES 


Use of Formula Clause for Marital 

Deduction 

ALBERT MANNHEIMER, HENRY L. 

WHEELER, Jr., & JOEL IRVING FRIED- 

MAN. Taxes, May. (214 N. Michigan Ave., 

Chicago; 60c.) 

Taken from the forthcoming book 
“Basic Estate Planning,” this article 
discusses when and to what extent the 
estate tax marital deduction should be 
used, and secondly, the pros and cons 
of employing a formula clause for ob- 
taining the deduction. On the subject, 
the authors consider the question from 
the income as well as estate tax view- 
point and whether the tax saving justi- 
fies giving the wife power over the de- 
duction property. On the second score, 
the writers conclude that the objections 
which have been raised to use of a 
formula clause are not_ sufficiently 
weighty to risk the loss of tax and other 
benefits capable of achievement through 
such clause. 


Severance of Joint Tenancies 


ROBERT W. SWENSON & RONAN E. DEG- 
NAN. Minnesota Law Review, April (Minn- 
eapolis; $1.75). 


Confining themselves to one aspect of 
joint tenancy law — the right of one 
tenant without consent of the other to 
sever the tenancy and thus destroy the 
right of survivorship — Professors Swen- 
son and Degnan discuss severance by 
testamentary disposition, conveyance, 
contract to sell, agreements between 
joint tenants, mortgage, and creditor pro- 
cess. The authors conclude that the doc- 
trine of the “unities” of joint tenancy — 
interest, title, time and possession — is 
a useless concept today. 


Absolute Certainty of Vesting under 
Rule Against Perpetuities: A Self- 
Discredited Relic 


OWEN TUDOR. Boston University Law Re- 
view, April (11 Ashburton Pl., Boston; $1) 


Analysis of the tortuous reasoning of 
judicial decisions, which seek by con- 
struction to escape the self created trap 
of absolute certainty of vesting under 
the Rule, leads the author to conclude 
that there is no current justification for 
that requirement. The New Hampshire 
Court has broken with tradition and 
Pennsylvania has enacted a statute by 
which interests are to be tested on the 
basis of actual events at the expiration 
of the common law rule period rather 
than what might have been. If this wait- 
and-see doctrine is deemed undesirable, 
the writer suggests a more limited statute 
under which an interest is valid if, at the 
end of all prior valid life estates (or 
interests terminating on death, it has 
vested, or is then certain to vest, within 
the period of perpetuities measured from 
its certain or other applicable date . 
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ASSETS — Business — Option to Buy 
Deceased Stockhoider’s Stock Not 
Testamentary Nor Subject to At- 
tack by Surviving Spouse 


New York—Surrogate’s Court, New York Co. 
Matter of Galewitz, N.Y.L.J., May 4, 1954. 


Decedent and his son, who owned all 
the stock of a corporation, contracted 
that the survivor should have the op- 
tion to purchase all the stock owned by 
the party first dying at the time of his 
death, at a price to be computed by a 
formula set out in the contract. Neither 
party was restricte din selling, giving 
away or otherwise disposing of his shares 
during his life. The decedent’s will estab- 
lished a trust of one-third of his residu- 
ary estate, with income payable to his 
widow for life, and with remainder to 
his children, two of whom were infants, 
this provision satisfiying Section 18 of 
the Decedent Estate Law so that the 
surviving spouses could not elect to take 
against the will. 


The widow and a special guardian 
representing the infant remaindermen of 
the trust contended that the contract 
was invalid since the option applied only 
to the stock that either party might own 
at the time of his death, and was there- 
fore a testamentary disposition which 
did not comply with the statute of wills. 
It was also contended by the widow that 
the contract was invalid as an attempted 
fraud on her rights under Section 18. 


HELD: The contract was an arrange- 
ment in praesenti binding upon each 
party, effective upon the making of the 
contract. It was not testamentary even 
though it was not to take effect until 
after the death of the party who died 
first. Even if it were true, as was con- 
tended. that the option price under the 


RECENT FIDUCIARY DECISIONS 


contract formula was considerably less 
than the actual value of the shares 
owned by the decedent, that would be 
immaterial unless the inadequacy of the 
consideration was a product of fraud or 
undue influence — and there was no 
testimony which would justify any such 
finding. 

Nor was the contract invalid as to the 
widow under Section 18, because it was 
real and not illusory. 


CLaims — Devise of Subsequently 
Encumbered Realty is Entitled to 
Exoneration from Estate 


Oregon—Supreme Court 


In re Nawrocki’s Estate, decided March 24, 


1954. 


In 1944 testator executed a will by 
which he devised real property to his 
wife in lieu of dower. In 1950 he exe- 
cuted a mortgage on the same property, 
his wife joining therein for his accommo- 
dation. He died in 1951. His widow filed 
an election to take under the will in 
lieu of dower and prayed for an order 
directing the executor to satisfy the 
mortgage from the residue of the estate 
and thus exonerate the devised real 
property from the indebtedness thereon. 
The Circuit Court denied the petition. 
OCLA Sec. 18-303 provides: 


“A charge or incumbrance upon any 
real or personal estate, for the purpose of 
securing the payment of money or the 
performance of any covenant or agree- 
ment, shall not be deemed a revocation 
of any will relating to the same estate 
previously executed; the devises and lega- 
cies therein contained shall pass and take 
effect subject to such charge or incum- 
brance.” 
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HELD: Reversed. The fact that the 
devisee signed the note and mortgage 
for the accommodation of the testator 
did not bar her from the right of ex- 
oneration if she was otherwise entitled 
thereto. In spite of the words in the 
statute which might otherwise indicate 
that a devise would pass and _ take 
effect subject to the incumbrances placed 
thereon, the. property is subject to ex- 
oneration from an incumbrance placed 
after the making of a will. Equitable 
considerations support this conclusion, 


CHARITABLE TRUSTS — Acceptance 
— Cy Pres Not Applicable 


Maine—Supreme Judicial Court 
City of Belfast v. Goodwill Farm, 150 Me. 17, 
Will bequeathed the residue of estate 
to the City of Belfast in trust to main- 
tain a home for aged men on the testa- 
tor’s farm. The City Council voted to 
accept the trust in 1951 and a year later, 
finding no applicants for the home, asked 
by Bill in Equity in the Probate Court 
to be relieved of the trust. The will pro- 
vided that in the event the City refused 
to accept the legacy it should go to three 

named institutions as beneficiaries. 


HELD: The three alternate institu- 
tions take the residue. The City accepted 
the trust but the primary gift failed. 
Cy Pres was not applicable because of 
lack of general charitable intent to aid 
aged men and because there was an al- 
ternative on failure of the primary chari- 
table gift. The rule against perpetuities 
did not apply to a gift over from charity 
to charity. 


COMPENSATION — Effect of Compen- 
sation Allowed Trustees in Other 
Capacities 

California—District Court of Appeal 
Estate of McLaughlin, 124 A.C.A,. 230. 


Will created a trust for testator’s wi- 


dow, son and daughter. Three trustees | 


were appointed, of whom only one, 


namely, the widow, remained in office | 


at the time the account in question cov- 
ering the calendar year 1951 was filed. 
The other two trustees were formerly 
business associates of the testator. The 
trust estate was about $2,250,000. The 
court allowed $7,500 compensation to 
each of the three trustees. The daughter 
appealed. 


HELD: Reversed and cause remitted 
to the trial court. The evidence of the 
trustees’ services and the time spent in 
connection therewith was insufficient to 
justify the award. There being no proof 
that the widow performed any services 
other than routine, the allowance of the 
same compensation to her as to the 
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other trustees was improper. The trus- 
tees having received compensation as 
directors, officers or trustees of busi- 
nesses in which the estate had an inter- 
est, the compensation received in those 





t the capacities should be taken into account 
tgage fin determining the amount of compen- 
stator Esation to be awarded them in their trus- 
f ex- tee capacity. 

titled 

1 the , —_ 
licate (DISTRIBUTION — Ancillary Adminis- 


take § trator Must Deliver New York 
Funds to Comptroller where Prop- 


laced = 

epg i would Escheat if Transferred 

laced ft Domiciliary Administrator 

itable New York—Supreme Court, Appellate Division 

ision, Matter of Menschfrend’s Estate, 128 N.Y.S. 
(2d) 738. 

tance § Decedent, owning personal property 


in New York and California, died intes- 

tate, domiciled in the latter state. De- 
e.17, §spite a diligent search over a_ period 
of four years, no heirs have been dis- 
covered, 


state 
main- 
testa- 
2d to 
later, 
asked 


HELD: The ancillary administrator is 
directed to turn over the funds in his 
hands to the Comptroller of the State, 
who by Section 272 of the Surrogate’s 


Sourt Bcourt Act is required to hold it for 

| PTO- Bthe benefit of persons who may later 

fused Bonear to be entitled to the property. 
three Ethere is no evidence that the State of 

New York has ever given up _ its 
stitu- @vereign right to claim abandoned 
epted §!toperty located in the state so that it 
ailed. @Vill escheat to another state. 

se of 

o aid 

n al- ¥JURISDICTION — Probate of Lost Will 

hari- North Carolina—Supreme Court 

nities In re Will of Wood, 240 N.C. 134. 

7 A beneficiary of an alleged lost will 
fled a petition with the Clerk of the 
Superior Court of Nash County alleging 

jpen- Fthat Wood had died leaving a will dis- 

ther Bposing of an estate of approximately 
half a million dollars. A copy of the will 
| was attached to the petition, and it was 

0. alleged that it was not revoked or de- 

Ss wi- @stroyed by the testator during his life- 

stees $time but had been destroyed since his 


one, @ieath and that it could not be found 
office @ifter diligent search and inquiry. The 
cov- @)etition prayed admission of the paper 
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and the heirs at law and next of kin. 






Certain heirs at law and next of kin 
fled a motion to strike certain portions 
if the petition, and also filed an answer 
denying the material allegations of the 
betition. Thereafter, the same parties 
fled a motion, which they called a de- 
hurrer, to dismiss the ‘proceeding upon 
the ground that the Court had no juris- 
diction and that the petition did not 
state facts sufficient to constitute a 
tause of action. The motion to strike and 







\itted 
f the 
nt in 
nt to 
proof 
vices 
f the 

the 

















June 1954 


the demurrer were heard by the Judge 
in term and overruled. 


HELD: Affirmed. The petition con- 
tained sufficient allegations, if proved, 
to warrant the probate of the lost will 
by the Clerk. The answer denying the 
allegations of the petition raised an 
issue of devisavit vel non, which necessi- 
tated the transfer of the cause to the 
civil issue docket for trial by jury, and 
the jurisdiction of the entire cause passed 
to the Superior Court in term so that 
the Judge in term had power and 
authority to determine in the first in- 
stance the demurrer and motion to strike. 


PoweERs — Limitations — Amend- 
ment to Withdraw Trust Assets 
Held Within Scope of Power 


Massachusetts—Supreme Judicial Court 
Chase v. Switzer, 1954 A.S. 327, April 5, 1954. 


In 1949, a woman created an inter 
vivos trust under which the trustees 
were to pay her so much of income or 
principal as they deemed necessary for 
her comfort, etc. Certain other payments 
were to be made and there were pro- 
visions to take effect after her death. She 
retained a full power of amendment and 
revocation. A few weeks later’ she 
amended the trust by which she ex- 
pressly reserved the right by a writing 
signed by her and delivered to the trus- 
tees to amend and modify that part of 
the trust which was effective during her 
lifetime; but she waived any further 
right to revoke the trust or to change 
that part which was to become effective 
on her death. 


In 1952, she notified the trustees by 
letter that she was amending the trust 
so that they were to pay her from time 
to time such sums of principal or income 
as she might request, free from their 
approval or consent; also she demanded 
that they turn over to her at once all 
savings bank accounts, free of trust. 
These savings bank accounts were about 
half the trust fund. The trustees filed a 
petition in the probate court for instruc- 
tions. The judge ordered the trustees to 
turn over all the savings bank books. 


HELD: Affirmed. The amendment of 
1952 was within the scope of power re- 
served in the earlier amendment. Settlor 
reserved the right to modify that part 
of the trust which was effective during 
her lifetime, without any limitation. This 
she did, and did not try to change the 
disposition after her death. Whether or 
not there would be any remainder was a 
matter of speculation, both before and 
after the February amendment. Waiving 
the right to revoke did not prevent her 
from making any change in the principal. 


The motion to dismiss the appeal on 
the ground that the trustees had no in- 
terest in the outcome and no right to 
appeal is denied. The trustees were en- 
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titled to adequate instructions and could 
appeal to test their adequacy. 


PowErs — Limitations — Authority 
to Invade Principal Construed to 
Permit Complete Payment 

New York—Court of Appeals 


Matter of Keyserling (Bisconti), 
May 14, 1954. 


N.Y.L.J., 


In addition to the income from a trust 
the trustees were authorized to pay to the 
testator’s daughter from principal such 
portion thereof “as in their sole and un- 
controlled discretion they may deem 
wise, whether because of insufficiency of 
income, personal need or otherwise.” The 
executor who is also trustee sought au- 
thority to deliver the principal to the life 
beneficiary. The Surrogate denied the 
application on the ground that it must 
be shown that there was an insufficiency 
of income or personal need; and that the 
words “or otherwise” must be construed 
to refer to reasons similar to those speci- 
fically mentioned. 


HELD: Reversed. The words “or other- 
wise” were intended to be words of en- 
largement, which included every con- 
ceivable situation outside of insufficiency 
of income or personal need. The trustee’s 
discretion was to be uncontrolled 
“whether” for the two reasons specified 
“or otherwise.” This is not a case where 
there is an enumeration of specific items 
followed by general language and where 
it is held under the doctrine of ejusdem 
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generis that the last general term is gov- 
erned by the ones preceding it. The in- 
tention being clear, it is unnecessary to 
discuss or decide whether the testator’s 
declarations as to her intention at the 
time of the making of the will are ad- 
missible. 


REVOCATION & TERMINATION — In- 
terlineations in Will Do Not Effect 
Revocation 

Indiana—Appellate Court 


In re Granger's Estate v. Gosport Cemetery 
Ass’n., 118 N.E. (2d) 386. 


Decedent executed her will on Sep- 
tember 22, 1945, in her attorney’s office, 
and on December 10, 1945, she executed 
a codicil in the same attorney’s office. 
She took the will and codicil with her. 
Prior to her death on February 21, 1953, 
decedent was removed from her home, 
and a few days later a neighbor and 
friend found the will in decedent’s home. 
Decedent lived alone and the neighbor 
and friend who found the will had no 
knowledge of relatives visiting decedent. 
Decedent had told the neighbor about a 
year before her death that she had a 
will. 


When offered for probate the will had 
ink and pencil markings thereon, some 
items contained diagonal lines, under- 
lined lines, marginal marks, numbers 
before and after the word “item,” re- 
numbering of certain items, the figure 
$200.00 written above $100.00 which was 
devised to the Gosport Cemetery, but 
the signatures of the decedent and the 
attesting witnesses remained unchanged. 
The question for decision was whether 
the markings on the will constituted 
revocation thereof within the meaning 
of Sec. 6-506, Burns Ind. Stat. Ann., 
which provides: “No will in writing, 
nor any part thereof, except as in this 
act provided, shall be revoked, unless 
the testator, or some other person in his 
presence and by his direction, with in- 
tent to revoke, shall destroy or mutilate 
the same; .. .” 


HELD: Judgment sustaining probate 
of the will affirmed. The requirements 
of the statute in reference to the revoca- 
tion of wills must be strictly construed, 


Complete banking 
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and whatever is done by testator to be 
effective as a revocation must be done 
with the intention of revoking the will, 
The absence of evidence as to intent 
cannot be supplied by presumption or 
surmise. The fact that there were mark- 
ings and interlineations on the will in 
question, when considered with the at- 
tendant facts and circumstances, are not 
in themselves sufficient to make a prima 
facie showing of intention on the part 
of the decedent to revoke the will. 


SPOUSE’s RIGHTS — Widow Entitled 
to Family Exemption Out of Any 
Property Selected 


Pennsylvania—Supreme Court 
Stachnick Estate, 376 Pa. 592. 


Testator died in 1950 survived by his 
widow but no issue. He devised certain 
real estate with furniture and fixtures 
to two friends and appointed one of 
them sole executor. The property was a 
taproom and decedent held a _ license 
which the Liquor Control Board trans- 
ferred to the executor. The widow elected 
to take against the will in 1951. In 1953, 
she elected to take the family exemp- 
tion out of the taproom real estate. The 
appraisers valued it at $3,500. The lower 
court awarded her the real estate sub- 
ject to the payment of $1,375 which the 
widow tendered to the executor and he 
refused. Shortly thereafter, the execu- 
tor petitioned the lower court for leave 
to operate the taproom. Leave was 
granted and the widow directed to sur- 
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render possession. Both the widow and 
executor appealed. 

HELD: The award to the widow af- 
frmed and the order granting leave to 
continue the business reversed. The wi- 
dow was entitled to the family exemp- 
tion out of any property she chose. She 
was also entitled by virtue of her elec- 
tion to one-half of the estate. Conse- 
quently, on the appraisal of $3,500 she 
is entitled to the first $750 and one half 
of the balance or $1,375, and the estate 
is entitled to $1,375. 

It would appear anomalous to award 
real estate to a widow as her exemption 
and at the same time direct her to sur- 
render possession to permit the execu- 
tor to revive a business therein — 
whether for the benefit of the estate 
or the benefit ultimately of the executor 
individually or as co-owner. Stachnick 
Estate, 376 Pa. 592. 


SPOUSE’S RIGHTS — Court May Elect 
on Behalf of Incompetent Husband 
After His Death 


Kansas—Supreme Court 
In re Henderson, 176 Kan. 168. 


Testatrix left a will which disposed 
of all her property without a provision 
for her husband. The husband was men- 
tally and physically incapable of trans- 
acting business, and after the will was 
admitted to probate a guardian was ap- 
pointed. He filed a petition for an order 
setting aside the homestead rights and 
statutory family allowance to the hus- 
band and for further order appointing a 
commissioner under General Statute 
1949, 59-2234 to ascertain the value of 
the provision made by the will for the 
husband in lieu of his rights in the 
estate secured by the statute, and the 
value of his rights secured by statute. 
Prior to the time of the commissioner’s 
report the husband died. The Probate 
Court ruled that it had the power and 
authority, under the statute, to elect in 
behalf of an incompetent surviving 
spouse’s estate after the death of such 
spouse. 


HELD: Affirmed. The power and au- 
thority to elect to take under the statute 





in accordance with the provisions of the 
law for the appointment of a commis- 
sioner did not cease to exist upon the 
death of the husband prior to the elec- 
tion. Death of the husband, before de- 
livery and payment to him or his guar- 
dian, of the statutory family allowance 
did not nullify prior order. 


SPouSE’s RIGHTs — Widow Forfeits 
Second Year’s Support by Contest- 
ing Will 

Georgia—Court of Appeals 
Orr v. Orr, 30 S.E. (2d) 489. 


Under Georgia law a widow has a 
right to a portion of her husband’s es- 
tate for her support during the twelve 
months of the administration of her 
husband’s estate. Ordinarily she has a 
right to an additional year’s support if 
the administration of the estate is not 
closed at the expiration of twelve months. 
However, in the event a widow by her 
own action delays the administration of 
the estate beyond a twelve months pe- 
riod, public policy demands that she be 
denied a second year’s support. Thus, 
even though a widow may validly con- 
test her husband’s will, she forfeits a 
second year’s support. 


TAXATION — Estate & Inheritance — 
Refund of Annuity Purchased by 
Employer Under a Retirement 
Plan Taxable to Beneficiary of 
Deceased Employee as Transfer 
Effective at Death 

New Jersey—Supreme Court 
Cruthers v. Neeld, 103 A. (2d) 153. 

Decedent, Cruthers, was a participant 

in a retirement plan adopted by his 
employer. Insured benefits were provided, 
and trustee of plan was sole owner of 
all contracts issued. A retirement com- 
mittee selected beneficiaries and settle- 
ment options. At retirement decedent 
was to reecive $402.50 as a monthly 
retirement income, guaranteed for 10 
years. On death before retirement, the 
insurance company was obligated to pay 
the greater of the cash surrender value 
or the total premiums paid. Decedent 
contributed towards cost of benefits. 
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Death occurred prior to retirement, 
and death benefits of $67,039.45 were 
taxed as transfer intended to take effect 
... at... death. Plaintiff, beneficiary, 
urges absence of “property” or “inter- 
est” in the decedent or alternatively 
that proceeds are exempt as insurance 
paid to a beneficiary. 


HELD: Policies were retirement an- 
nuities. Transfer tax is on succession 
rather than any divesting of transferor’s 
ownership. Beneficiary’s interest could 
only take effect after decedent’s death. 
Moreover, obligation under contract was 
a single one, to pay an annuity. The 
refund provision does not constitute life 
insurance, but merely a device for pay- 
ment of annuitant’s investment. In these 
contracts, the risk of loss element of a 
life insurance contract is absent. Under 
no circumstances was the insurance com- 
pany obligated to pay out more than it 
received. Contracts in question were ve- 
hicles designed for transmission of prop- 
erty in lieu of testamentary disposition, 
and transfers are taxable. 


TAXATION — Gift — Timeliness of 
Assessment — Taxpayer’s Remedy 


‘Colorado—Supreme Court 


State of Colorado v. Maytag, No. 17079, de- 
cided April 26, 1954. 


Maytag made substantial gifts of stock 
to members of his family in 1944 and on 
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February 28, 1945 filed a Colorado gift 
tax return, specifying the persons to 
whom the gifts were made and the value 
thereof. From June 1945 to July 1947 
the Inheritance Tax Commissioner and 
Maytag’s attorney exchanged corre- 
spondence relating to the gift and the 
tax due thereon. On October 6, 1947 May- 
tag commenced a declaratory judgment 
action, asking that the court determine 
that the Inheritance Tax Commissioner 
is forever barred from computing any 
tax on account of the gifts shown. On 
May 4, 1948 the Inheritance Tax Com- 
missioner completed his official audit and 
on May 24, 1948 filed his answer in which 
he determined the gift tax owing in the 
amount of $179,204.64. 


A Colorado statute requires that the 
amount of taxes imposed by the gift 
tax act shall be determined by the com- 
missioner within six months after the 
return is filed. It also requires that the 
amount of tax shall be determined by the 
commissioner; notice of the amount shall 
be given to the donor by personal ser- 
vice or registered mail. In People ex rel 
v. Maytag, 121 Colo. 446, 218 P. (2d) 
512, the court held that the commis- 
sioner’s answer was a sufficient notice 
to comply with the statute, and that the 
taxpayer’s only relief could be obtained 
by a provision in the statute that any 
person dissatisfied with the assessment 
or the tax could object thereto either 
upon the ground of erroneous valuation, 
appraisement, assessment or otherwise 
by written objections or petitions filed 
in any court of competent jurisdiction 
within three months after gift tax shall 
have been determined by the commis- 
sioner. 


Approximately one month after the 
former decision, taxpayer filed his peti- 
tion and objections and asked for a 
declaratory judgment. 


HELD: The question as to whether or 
not the taxpayer had legal notice of the 
computation and assessment of the gift 
tax was res judicata and had been de- 
termined in the earlier proceedings. The 
court in the earlier proceeding inferen- 
tially found that the requirement that 
the commissioner make the determination 
within six months was not mandatory 
but simply advisory, because had it been 
mandatory the court in that proceeding 
would have so stated. The court not 
having so stated in the earlier proceed- 
ing, it must now be considered that the 
court held that the six months’ require- 
ment was not mandatory and that the 
commissioner could assess the tax after 
the six months period had expired. 


The only right left to the taxpayer in 
this case is to a review of the appraise- 
ment and assessment. The taxpayer at- 
tempts to raise the question in this case 
as to whether or not there was a timely 
computation of the tax and timely notice 
thereof, The statute does not permit that 
question to be raised in this proceeding, 
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WILLs — Construction — Bequest t, 
Heirs Divided Per Capita WIL 
E 
Nebraska—Supreme Court N 


Kramer v. Larson, 63 N.W. (2d) 349. 


Testator left a sister and 25 niece 
and nephews (children of a deceased 
brother and 5 sisters), two of who Te 
were excluded by the will as having whic 
already been provided for. Will gave tha ™Y 
residue to “my heirs at law and next off Stat 
kin, share and share alike.” The ques§ his — 
tion was: Should the residue be dividedg 4 
into 7 shares or 24? incol 


HELD: Judgment directing division — 
into 24 equal shares affirmed. If prop — 
erty is given to heirs without naming a 
them, this requires a reference to the ae 
statute of descent and distribution, and built 
the beneficiaries take in the proportio had 
prescribed by the statute. If they are 
not of equal degree they will take per 
stirpes in the absence of a declaratio 
in the will to the contrary. Here testa 
tor by the words “share and share alike’ 
prescribed the manner in which the 
should take. He did not intend that hi 
“heirs at law” should have the residue 
of his estate in the proportions pro 
vided by the statute as they would have 
taken if he had died intestate. That ¢ ! 
would not have been “share and sharq! 4 
alike.” sell 
prop 
cash 
livin; 
distr 
jwith 
on di 
Gin th 
or si 

The testator bequeathed to his trustees that 
amounts necessary to provide named 
beneficiaries specified monthly sums, i 
each instance for the life of the bene 
ficiary, payable from the income and 
principal of the fund. It was furthey 
provided that upon the death of an an 
nuitant any amounts then remaining i 
the fund established for that annuitant 
be paid to designated charities. 


It had previously been held that thé 
trustees were empowered to purchase sin 
gle premium refund annuity contracts iMfthat » 
satisfaction of the annuities. By thdily t, 
terms of the annuity contracts there wero | 
annual distributions of surplus accruinghthe y 
on each contract, which were called divig,;+}, 
dends, but were in reality re-payments HE 
of excess premiums paid. Instructionq. |. 
were sought as to whether such dividends pustic 

’ Hon v 
were payable to the annuitants, to thé h 
charities or to the residuary legatees. ™ z 


HELD: Since the premium paid folfntere 
each annuity diminished the residuar¥pej;; 
estate, such premium was paid by th@hot 4, 
residuary estate. Returns of excess preMdneg { 
iums therefore go to the residuary legaqpijq, 
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WILLs — Construction — Dividends 
on Annuities Go to Residua 
Legatees 


New York—Surrogate’s Court, New York Co. 
Matter of Toeplitz, N.Y.L.J., May 6, 1954. 
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4 tees and thus the annuitants receive ex- 


actly what was intended for them as do 
the charities. 


WILLs — Construction — Extrinsic 
Evidence Admissible to Clarify 
Meaning of “Heirs” 


Michigan—Supreme Court 
In re Ecclestone’s Estate, 339 Mich. 15. 


Testator executed a will in 1945 at 
which time his wife was dead and his 
only child and heir-at-law under the 
Statutes of Descent and Distribution was 
his unmarried son who was fifty years 
old and had been declared a mental 
incompetent. Before the will was exe- 
cuted the testator had been told by doc- 
tors that the son could not live more 
than two or three years. The decedent 
owned all but 343 shares of 65,000 out- 
standing shares of the company he had 
built through his own efforts. Testator 
had had several brothers and sisters, 
most of whom were dead, but all of 
whom had living children. He had 
always been extremely fond of them. 


The will directed the executors to pro- 
vide for the support and maintenance of 
the son, “in such amount as they may 
deem advisable, but not to exceed $300 
per month.” It further directed the 
executors to continue the operation of 
the business for five years from the date 
of death, at which time they were to 
sell it and all the real and personal 
property in the estate, and distribute the 
cash to “my heirs-at-law who may be 
living at the time of my death, said 
distribution to be made in accordance 
with the laws of the State of Michigan 
on descent and distribution of property. 
In the event of the death of my brother 
or sister, then I direct that the share 
that would have gone to such brother 
or sisters shall go to his or her children.” 


Testator died in 1946. In 1951 a 
nephew filed a petition for construction 
of the will, asserting that it created 
a life estate in the son, with a remainder 
wer to the brothers, sisters, nieces and 
nephews as a class determinable as of 
the date of testator’s death. The trial 
court permitted extrinsic evidence on 
he ground that there were both patent 
nnd latent ambiguities in the will, and 
that the word “heirs” was not necessar- 
ly to be strictly construed. The execu- 
lors appealed from a decree construing 
the will to give a life estate to the son, 
with a remainder over. 


HELD: Affirmed (three out of seven 
justices dissenting). The fact that the 
fon was an “heir,” when coupled with 
he other facts, is some evidence that 
he was not intended to take the fee 
Interest. The plural use of the word 
heirs” is some evidence that he was 
lot to take the entire estate. The refer- 
nce to the brother and sisters and their 
ildren is some evidence that testator 


STATESH une 1954, 


had in mind others than the son when 
he referred to them in the sentence im- 
mediately following the sentence con- 
taining the words “heirs-at-law.” The 
limitation to $300 per month for the 
son cannot be reconciled with a subse- 
quent grant of the fee to him. 


The will is ambiguous, and extrinsic 
evidence was properly received to inter- 
pret its terms. That evidence showed the 
father thought the son could not live 
more than two or three years, that he 
had stated his nephews and nieces would 
be provided for in his will, that he was 
very close to all of them, and that he 
knew his son could never manage his 
own affairs or take an active part in 
society because of his mental incompe- 
tence. 


WILLs — Construction — Fee Simple 
Conditional Abolished by Implica- 
tion 

Colorado—Supreme Court 
Sconce v. Neece, decided April 5, 1954. 


Susan Soper left all of her estate to 
her daughters Katie and Lulu who were 
her sole heirs “and the heirs of their 
body, share and share alike, provided 
that, if either of my said daughters shall 
not be living at the date of my death, 
without any children surviving her, then, 
I give, devise and bequeath all my estate 
aforesaid to the survivor.” Katie died 
without issue intestate, and Lulu was 
her sole heir. Lulu died without issue, 
leaving a will devising and bequeathing 
all of her property. 


This is a suit by certain alleged heirs 
of Susan claiming the property on the 
grounds that Susan’s will created a fee 
simple conditional and that when both 
Katie and Lulu died without heirs of 
their respective bodies, the property re- 
verted to the heirs of Susan, their 
mother. 


HELD: An estate in fee simple condi- 
tional is not recognized in Colorado. Al- 
though this question has never been 
specifically determined by any appellate 
court in Colorado, the General Assembly 
in 1877 abolished the fee tail by provid- 
ing that in such a grant the first person 
would become seized of a life estate for 
his or her natural life only, and the re- 
mainder should pass in fee simple abso- 
lute to the person or persons to whom 
the estate would first pass on the death 
of such first grantee in tail. There is 
very little difference between the estate 
in fee tail and the estate in fee simple 
conditional, and it, therefore, appears 
to be the clear intent of the General 
Assembly to have abolished the estate in 
fee simple conditional. 


Furthermore, were the fee simple con- 
ditional recognized, the reversion was in 
the two daughters, Susan’s sole heirs at 
law, and whatever interest in the proper- 
ty they did not receive as devisees under 
the will, they did receive as heirs. 
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WILLs — Construction — Meaning 
of Words “Personal Things” 


California—District Court of Appeal 
Estate of Klewer, 124 A.C.A. 255. 


Elizabeth Klewer left a holographic 
will reading as follows: “I give Mrs. 
G. E. Nissen my Rosewood Settee when 
I past on. Also my personal things.” 


HELD: Reversing the trial court, per- 
sonal things did not include such items 
as cash in bank, stocks and bonds, real 
property, etc., even though such con- 
struction resulted in partial intestacy. 


WILLs — Probate — Instrument Ap- 
pointing Executors Admitted to 
Probate Although No Effective Dis- 
position of Property is Made 


Texas—Supreme Court 
Boyles v. Gresham, 263 S.W. (2d) 935. 


The decedent left an instrument dated 
Jan. 12, 1950 which reads as follows: 
“this Letter is Written With the idea that 
Some thing might happen to me. that I 
would be wiped out Suddenly if this Should 
Happen my business would be in awful 
shape no relatives, nobody to do a thing So, 
this is written to try to have my affairs wound 
up in a reasonable way in case of my Sudden 
Death. Would Like to have all of my af- 
fairs, Cash all assets including any Bank 
Balance turned over to Parties named below 
With out any Bond or any Court action that 
can be avoided. 

they to wind up my affairs in any way they 
See fit. 

U. C. Boyles Refrigeration Supply Co 

Charlie Hill Superior Ice Co 

Should these Gentleman need a third man 
Would Suggest Walker. National Bank of 
Commerce 

Each of these Gentleman to Receive $500.00 
for his Services I have tried to make my wishes 
plain. 

Of Course these Crooked Lawyers Would 
want a lot of Whereas and Wherefores in- 
cluded in this. 

not much in favor of the organized Chari- 
ties they are too Cold blooded also not much 
in Favor of any person over 21 — Benefitting 
by my Kick off unless there is a good reason 
am inclined to play the children 

they are not Responsible for being here and 
Cant help themselves 


A notation dated Feb. 7, 1950 read: 


“have Let this Letter get cold and Read it 
again-to See if it Seemed abut Right 
dont See much wrong except no wheres an 
Wherefores-excuse me 
“Lon Gresham” 


The question was whether or not such 
instrument was entitled to probate as a 
will. 


HELD: While the expressions in the 
will are too indefinite to amount to a dis- 
position of property, the designation of 
the named individuals was sufficient to 
constitute them independent executors. 
There are no decisions or applicable 
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statutes in this state. but the rule, estab- 
lished by the great weight of authority 
and well supported by reason, is that an 
instrument of testamentary nature and 
properly executed is a will if it appoints 
an executor, and should be admitted to 
probate when the required proof is 
made, even though it makes no devise 
or bequest or no effective devise or be- 
quest of the testator’s property. 


WILLs — Construction — Rule in 
Shelley’s Case Inapplicable 


North Carolina—Supreme Court 
Taylor v. Honeycutt, 240 N.C. 105. 


The testator gave certain property to 
his wife and daughter for life but, if 





the daughter had no heirs, then to hi 
son for life and then to his heirs. The 





daughter being under written contra 
to convey the land, the purchaser res 
fused to accept a deed and suit wes 
brought for specific performance. The 
Court below rendered judgment for the 
defendant. 


HELD: Affirmed. The rule in Shelley’s 
case has no application, because the word 
“heirs” was not used in the will in a tech- 
nical sense, but refers to children o 
issue of the daughter. Therefore, the! 
plaintiff has a life estate only, and 
cannot convey a marketable title in fee 
simple. 
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